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THE KOREAN WAR IN RETROSPECT 


The virtual end of organized Com- 
munist resistance in the Reovublic of 
Korea brings to 2 successful climax the 
greatest combined international effort 
to halt aggress‘on the world has ever 
seen. The unprecedented crusade to 
preserve freelom. sunnorted by 52 na- 
tions— the entire United Nations mem- 
bership excent the Communist members 
—crushed ‘he North Korean Communist 
invas'‘on of the Revublic in a veriod of 
slightly over th-ee months. In that 
short svace of time the free world, after 
recovering from the initial shock of the 
surprise attack on June 25 moved swift- 
ly through the United Nat’ons to rmar- 
shal an armed force to cope with the 
aggression. The victories of that UN 
contingent on the battlefields of Korea 
have g’ven renewed confidence to the 
free world and vroved.that the forces 
of freedom have not only the will but 
also the abil'ty to meet aggression with 
decisive action. 


Aimed at bringing all of the free Re- 
public with its more than 20 million 
inhabitants under the domination of the 
North Korean regime, the invasion has 
een termed by the UN Commiss‘on on 
Korea as a “calculated attack” that 
was “launched in secrecy.” The com- 
mission was on the spot at the time of 
the attack and noted in a later report 
that Republic troops defending the 
border were ill-equipped to stem such 
a powerful assault. In the first few 
hours. R.)< (Ken ‘blic of Ko ea) defen- 
ders iried desperately, but without 
avail, to stop the armored columns 
with light arms. Realizing the serious- 
ness of the attack and its implications 
to free people everywhere, the UN 
Secur‘ty Council. at the request of the 
United S‘ates. met less than 24 hours 
after the invasion opened and calle7 for 
a cease-fire and withdrawal of Com- 
munist troops to their own _ territory 
north of the 38.h varallel. When they 
refused to heed the order, the Council 
met again June 27 and adopted a reso- 
lution requesting UN member nations 
to give ‘all necessary aid to repel arm- 
ed attack.” Resvonse to the call for aid 
came swiftly. First to respond was the 
United States, and almost 49 _ other 
nations followed with various offers of 
ass.stance, President Truman, in order- 


ing on June 27 that U.S. air and sea 
forces give support to Republic defen- 
ders. said the attack “make it plain 
beyond all doubt that Communism has 
passed beyond the use of subversion to 
conquer independent nat‘ons and will 
now use armed invasion and war.” 
Later, on June 30, when the United 
States decided to send its own ground 
trocps and eau‘oment to he'y the hard 
presse1 Revublic army, Truman pointed 
out that the action was taken to back 
up Un'ted Nations directives and that 
it was a move in support of the cause 
of freedom and re-establishment of 
peace. The United States became the 
first nation to respond with aid for 
Korea primarily because it had some 
armed un’ts readily available in nearby 
Japan and Pac’fic islands. So over- 
whelming was the world-wide sym- 
pathy for the UN action in Korea, that 
offers of troops, ships. aircraft, food, 
medical supplies, cloth’ng and other 
material came in a rising tide. Some 
of these contributions are already in 
Korea; add‘tional Jarge quantities are 
on the way. Of the 39 countries that 
have nrofferei assistance. 24 including 
the United States. have offered military 


aid. Some nations nledged several 
tvpves of aid. such as ground troops, 
sh'ps, or medical supplies. Additional 


pledges are still coming in. 


After it became apparent that the 
struggle to stop the communists would 
be a bitter batile requiring coordinated 
ein’. .ne security Council voted on 
July 7 to set up a UN Unified Com- 
mand in Korea and designating General 
Douglas MacArthur, hero of many U.S. 
ve.o:ies in th: Pacific in World War 
II, as commander in chief. 


= * * 


It nas been pointed out that the de- 
cisive actions taken by the Security 
Council with respect to Korea were 
taken at a time when the Sov'et Union 
was boycotting the Council and conse- 
quently could not exercise the veto 
power which it has used so many times. 
On August 1, however, Soviet delegate 
Jacob Malik returned and took over the 
Counzi' Presidency for one month. Dur- 
ing that period his obstructianist tactics 


prevented any constructive action on 
the Korean problem. The Soviet ob- 
structionism, however, did not prove 
too harmful because the earlier impor- 
tant decisions by the Council had set 
the wheels in motion for aiding the 
Republic, and offers of help from many 
nations continued to pour in even while 
Malik was Council President. 


In September U.S. Delegate Warren 
Austin read to the Council a_ revort 
from UN Commander MacArthur which 
gave documentary proof that the North 
Koreans were using late model Russian- 
made war material.- He also displayed 
to the Council a Soviet-made  sub- 
machine gun captured by UN forces, 
The report told of capture from the 
North Koreans of.a “wide variety. of 
defin'tely identified Soviet equipment” 
bearing manufacturing dates of 1949 
and 1950. 


Communist propaganda has tried to 
make the point that the Republic of 
Korea started the fighting in Korea, 
US. Secretary of: State Acheson has 
observed that any such’ contention “is 
clearly in the category of the Nazi 
claim of 1939 that Poland started hostil- 
ities by attacking Germany.” 


* * * 


As the North Korean spearhead 
moved quickly down into the Republic 
in the early days of the invasion, it 
appeared for a time that they might 
engulf the entire country before suffi- 
cent UN help could arrive. The first 
U.S. troops to arrive were so badly out- 
numbered that the best they could do 
was fight bitter delaying actions. Es- 
timates placed the invading horde at 
anywhere from 90,008 ‘to 200,000 sol- 
diers. Thousands of these were later 
killed or wounded because their Com- 
mun'‘st leaders sacrificed them without 
regard for human life or normal rules 
of warfare. A timetable for conquest of 
the Republic, publicly announced by the 
North Korean regime, called for the total 
destruction of all UN forces in Korea 
by August 31. By that time the Reds 
had. compressed’ ‘them. into a small 
beachhead with a’ perimeter of only a 
little over 100 miles in the southeast 
corner of the peninsula. However, the 
build-up of UN forces and equipment, 
underway for many weeks across the 
vast expanse of the Pacific ocean, bégan 
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to be felt. Withdrawals by UN forces 
became a thing of the past. Their lines 
became firm. They developed defenses 
in the south. Large-scale Communist 
attacks to penetrate the lines were 
thrown .back with heavy losses. The 
Republie ‘Army, which had been cut to 
pieces in the early days of the invasion, 
was reorganized,. equipped with USS. 
arms, and took its place fighting shoul- 
der to shoulder with other UN troops 
to beat of the aggréssors. 


When, on’ September 15, UN forces 
carried ‘n ships of many nations, made 
a survvise landing at the west coast 
port of Inchon, far behind enemy lines, 
the Communists, outguessed and out- 
manoeuvered, were put on the defen- 
sive. In a matter of days effective Red 
resistance was. crushed in Seoul and the 
communist-held capital of over one 
million people was liberated. The sur- 
prise UN..landing at Inchon was the 
signal for the end of the long UN de- 
fensive struggle in the south. UN troops 
there burst out of their old beachhead 
and scored long gains almost at will 
against the disorganized communists. 
This offensive was climaxed in a link- 
up of southern UN troops with those 
from the Seoul area at a point near 
Suwon. south of Seoul. The resurging 
strength of UN forces was made possi- 
ble by a gradual build-up of troops and 
equipment that had been going forward 
quietly and methodically in the face of 
the communist attack. 


According to latest tabulations, the 
long list of nations offering military aid, 
ranging from ground troops to hospital 
ships, includes, besides the United 
Sta'es' Argentina, Australia, Belgium, 
Bolivia, ‘Canada, China, Colombia, Costa 
Rica, Denmark,.. El Salvador, .- France, 
Greece India, the Netherlands, New 
Zealand, Norway, Panama, the Philip- 
pines. Sweden, Thailand, Turkey, the 
Union of South. Africa, the United 
Kingdom. This does not include offers 
of non-military aid, principally for re- 
lief of civilians in Korea. Not all the 
offers of military and non-military help 
have been accéfted, since the UN Uni- 
fied Command had to ‘study which types 
of a'd were: most needed. 


Throughout the fighting in Korea, UN 
forces have’ taken all possible precau- 
tions to protect the civilian population 
from harm. This is in marked contrast 
to the harsh communist treatment ci 
Repub'ic civilians. The Reds comman- 
deered food supplies, took over homes, 
schools and churches for military use 
‘and on some occasions. used. unarmed 
civilians as screens for Communist sol- 
diers during battle. The prolonged re- 
sistance of the enemy after its invasion 
had been crushed only added to the 
‘suffer'ng of the civilians. In Seoul, for 
example, the die-hard stand of the 
Communists forced UN troops to destroy 
many buildings. When the city was 
liberated, éfitering UN forces found the 


people hungry ° -and desperate for any. 


food the liberators could offer. To pro- 
tect civilians, U.S.‘ planes on one occa- 
sion dropped thousands of leaflets on 
10 North Korean cities warning the 
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residents to leave because it had be- 
come necessary to bomb Red military 
targets in those areas. 


* * * 


The Communist aggression in Korea 
has had a'special significance to the 
United Nations because the Revublic of 
Korea was established in 1948 under 
UN auspices after UN-sponsored free 
elections. The United Nations endea- 


voured to hely conduct such elections. 


in -all.of Korea, but ‘Soviet military 
forces, which: were: occuvy’n¢ North 
Korea, an area of about 10 million peo- 
ple north of the 38th varallel, refsed 
to permit free elections there. When 
the UN General Assembly convened in 
New York September 19 the Korean 
issue immediately became one of the 
principal subjects for debate and consi- 
deration. It is expected that the As- 
sembly, now a 60-member body since 
the admission to UN membership of 
the Republic of Indonesia, will formu- 
late steps whereby peace can be restor- 
ed to. the Korean pen‘nsula and the 
Korean peovle can achieve the freedom 
and independence they cherish. 
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With the considerations for the poli- 
tical future of Korea before the United 
Nations, spokesmen for many member 
states have emphas’zed the beliefs of 
their governments that there should be 
a free, unified and independent Korea, 
with no artificial division at the 38th 
parallel, and with a government based 
on a free cho‘ce of all the Korean peo- 
ple. Preparations are already under- 
way on one of the most basic tasks — 
provision of relief and aid to the civil- 
ian povoulation of the Republic which 
suffered great hardshiv as,a result of 
the Communist invasion. In addition to 
the food and medical suvpl’es pledged 
by many nations, the World Health 
Organization and the International Re- 
fugee Organization have delegated re- 
presentatives to survey civilian needs. 


The long range action in this connec- 
tion might be the develooment of an 
economic aid and reconstruction vro- 
gram under the United Nations which 
could serve as a “vilot project” for the 
planned UN technical assistance to 
underdeveloped areas of the world. 


A TRIUMPH OF UNITY 


With the freeing of Seoul from 
communist occupation and the 
withdrawal of the remnant of the 
North Korean troovs to the 38th 
parallel, the United Nations may be 
said to have achieved an outstand- 
ing success. From the moment 
when the Security Council agreed 
to take action to check the spread 
of aggression, the invasion of South 
Korea which commenced on June 
25 was doomed to failure, and even 
more important, the world was 
plainly shown that peace-loving na- 
tions. were united in their deter- 
mination to put a stop to such un- 
sprovoked attacks wherever they 
might take place. The former 
League of Nations failed through 
its inability to take such police ac- 
tion; its successor the United Nations 
has influenced the course of history 
‘by being able tuo obtain a united 
stand at such a grave moment. 
People will rest more calmly foi 
knowing that the Western Powers 
are alert to future eventualities of 
this description, and although there 
may still be a long way to go in 
building up defences, at least a 
beginning has now been made 


The mesmerism that Moscow can 
make no mistakes is fast being dis- 
persed. The course of future events 
is bound to show that the U.S.S.R. 
made a serious error in stayire 
away from the meetings of the Secu- 
rity -Council, thereby missing an 
opportunity to slow down or ever 
prevent united action by the exer- 


-plunge into the affray. 


cise of the veto. Another mistake 
would seem to have been mad2 
when the Kremlin refused to ad- 
vise the North Koreans, when ap-~ 
pealed to, to withdraw their troops 
beyond the 38th parallel in order 
that peace terms might be discussed 
Had they done this, there is no 
doubt they would have gained in 
influence with Asian nations and 
their sincerity in making peace ap- 
peals, such as those they have now 
inspired, could not have been doub- 
ted. As it is, the poor little puppets 
of North Korea are the main suffer- 
ers. Fighting with arms supplied by 
Russia, as General MacArthur's re- 
port conclusively shows in spite of 
denials, the North Koreans pittea 
themselves against the most power- 
ful nations in the world presumably 
with no other hope than that the 
latter would be too unprepared 
and not sufficiently interested to 
To their 
bitter cost they have now learned 
the contrary, and the writing on the 
wali stands out for all to read. Their 
industrial plants have been destroy- 
ed and thousands of their people 
killed, and it will be generations be- 
fore they can hope to regain their 
former growing prosperity. They 
cannot hope for much if any help 
from Russia in rehab‘litating their 
shattered industries; the only effec- 
tive aid that can be given will come 
from the United States, a country 
that has always been ready to ex-- 
tend generous assistance when the 
need has arisen. 
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Russia, knowing the ardent desir: 
of all Koreans for a unified country, 
by insisting upon a division at the 
38th parallel perpetrated a great 
wrong which :nevitably created an 
unstable state of affairs. An oppor- 
tunity has now presented itself for 
this wrong to be rectified. The joint 
that has emerged from the Korean 
“affair” is that countries cannot be 
permanently diviaed, and .undouh:- 
edly the United Nations will have 
this in mind when discussing terms 
of peace. 

With the almost total collapse of 
the North Korean assault on South 
Korea the question of the form peace 
terms w ]1 take is beginning to occup} 
the front pages of the dailies, and 
speculation is already rampani as ic 
whether the United Nations’ forces 
will or even should follow up their 
advantage by crossing the 38th 
Parallel. As matters stand at pre- 
sent, the South Koreans have alreaay 
stepped over the imaginary line into 
the Tom Tiddler‘s ground of nursery 
fame. 

Meanwhile, in the Security Council 
Mr. Vyshinsky insisted that the North 
Koreans should be represented at the 
Council table when discussing a 
settlement but this proposal was dr- 
feated on the ground put forward by 
Mr. Austin, the United States dele- 
gate that it was absurd to be asked 
to invite aggressors to be present who 
had defied and st‘ll continued ito defy 
the United Nations. 

It is possible that with the defeat 
of the North Korean army sporadic 
and political disturbances in other 
parts of the world may be anticipated 
as a means of offsetting the psycholo- 
gical effects of so overwhelming a 
defeat of the communists, but in a 
world discouraged and outraged by 
the whole cold-bJooded episode ail 
such efforts must end in failure. The 
defeat of the North Korean armies 
has been emphasised in more than 
one sense; a victory might have won 
adherents but a defeat can never de 
so. 

The object now before the Unitea 
Nations is how best to provide for 2a 
united Korea. where free elections 
can be heJd and where the fear of 
aggeress on bv one or the other party 
can be totally eliminated. The firsi 
step is to wipe out the imaginary and 
disastrous 38th paralJel line. thus 
bringing the country eutomatically 
back into one unit and therefore one 
united front. While the war may 
have embittered relationships be- 
tween the North and South the un- 
happy events of the past few months 
will be forgotten as the country once 
more emerges from the debris into 
which it has been thrown. 
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HONGKONG’S EDUCATIONAL PROBLEM 


With the world shortage of higher 
educational institutions, it is not 
surprising that Great Britain has 
been forced to fall into line with the 
U.S.A. and Canada by imposing en- 
trance restrictions upon students 
from other countries, even those so 
closely knit with the United King- 
dom -as Hongkong. That these re- 
strictions are much less severe than 
those ruling in other parts of the 
world as, for instance, the U.S.A., is 
in itself an indication of the reluc- 
tance felt by the British educational 
authorities towards any restrictive 
measures at all. 

In view of the overcrowded con- 
ditions existing in the British un1- 
versities and colleges plus the ae- 
commodation shortage, it was patent 
that something would have. to »2 
done to prevent an influx of students 
from overseas and those young men 
and women who have left Hongkong 
during the past few months to con- 
tinue their studies in Britain mav 
fee] themselves extremely fortunate 
that the axe did not fall sooner. 

Great sympathy can be felt foz 
young people whose laudable am- 
bition is to go abroad for a. few 
vears. This is particularly true of 
those whose political affiliations and 
maybe sympathies do not warrani 
their entry into China’s institutions. 
Education in China has alwavs. been 
hampered by political attachments 
resulting all too frequently in out- 
bursts which must inevitably hinder 
legitimate work and the raison 
d’etre of a college. This tendency 
to use the university or college as a 
base for political activity is still 
rampant in China and while discus- 
sions and the expression of views 
can and should remain a part of the 
curriculum, or at least an acknow-~ 
ledged adiunct to it, the great weak- 
ness of college or even school educa: 
tion in China lies in undisciplined 
participation in political displays. 

Hongkong is fortunate in having 
a university equipped to fulfil mar.yv 
requirements so that‘large numbers 
of students, medical as well as tech- 
nica]. can be accommodated and 
brought to a stage where they can 
earn their own living with prospects 
of advancement. It is true that 
many applications have to be turn- 
ed down. but this is due to the com- 
ing of more students than usual to 
Hongkong than to-a shortage of 
space, which ordinarily would bs 
reckoned as adequate. 

This shortage is very noticeable 
in schools in the Colony in general, 
and figures recently published show - 
ing the number of children unable 


to. obtain any educational facilities 
at all are staggering. The registra- 


tion of such schoolless ch Idren 
taken recently during fovr cays 
showed that nearly twenty-two 


thousand are without any prospect 
of being able to attend schoo}. 
While it is true that the larger num- 
ber of these children are around 
five years old there were nearly two- 
thousand boys and over fourteen 
hundred girls of twelve who regis- 
tered. This figure is high when it is 
real'sed that many people with 
daughters or even sons of 12 years 
of age need the work they can per- 
form:in one way or other, and in 
such cases no registration would be 
made. It would be interesting to 
know the actual number of children. 
of that age who are actually resident 
in Hongkong today. Boys and girls 
of eight years without schools ta 
attend ran into figures of something 
over one thousand each. 

The need for additional educa- 
tional facilities in urgent, not orly 
because of the need for education 
which all Chinese value and the lack 
of which must seriously handican 
these children in future vears, but 
also because of the discipline, forte 
of example and influence of school. 
Government has recogn'sed its res- 
ponsibility towards these young- 
sters, but the problem is urgent and 
brings the question of night schools 
once again to the fore. These mav 
be inadequate from many points of 
view, but they do at least provid= 
something in the -way of education, 
even if only rudimentary whieh 
would be at any rate better than the 
present nothing. 


396 


FAR EASTERN ECONOMIC REVIEW 


ECONOMIC NEWS FROM THE UNITED STATES 


By E. Kann, 


(Los Angeles) 


(Special to the Far Eastern Economic Review) 


New Taxes Continued 

As clearly foreshadowed in my last 
report, further taxation was coming. 
This ‘prophesy,’ which was not difficult 
to present, has not only been realized 
without delay, but will hold good also 
for the near fucure. 

On September 14 the Senate passed 
the $17,192,000,000 emergency defense 
Bill, proceeds to go toward arming 
against Communist aggression Ameri- 
ca’s allies ($4 billions), and to contruct 
this country’s military machine ($11,- 
738,000,000); a portion of the balance 
goes toward enlarging and strengthen- 
ing the F.B.I. and the Atomic Energy 
Commiss.on. As to the division of de- 
fense appropriations the following 
figures were suggested by the Senate: 
For the army $3,166,403,000; for the 
navy $3,734,000,000; for the Air Force 
$4 560,400,000. Altogether 5,333 war 
planes are included in the foregoing 
appropr.ations. 

These sums are needed as a conse- 
quence of the Korean outbreak. They 
are in addition to the $14 billion fund 
earmarked for the current fiscal year 
in the regular government appropria- 
tion bill. A furcher miliiary fund is 
expected to be- needed and created in 
January nexi, when another $38 to 10 
billion might be asked. 


Excess Profit Taxes 

So far a final decision on their im- 
position has been postponed, though 
many representatives are clamoring for 
the immediate creation of such laws. 
It is almost cer.a-n that such a mea- 
sure will be written in the next session 
of Congress. But what is less sure at 
this time is whether EFT will be made 
re.roaciive for the last quarter of 1950, 
or for the ent.re second half-year. 
Many House ovroponents plan to push 
‘through, without consideration of its 
probable inequities, a 95% levy on all 
corporate earnings over the 1946-49 
level, plus $10,000. While admitting 
that such a measure is very popular in 
a war economy, it has to be conceded 
that it 1s imperative to first explore 
sc.entifically an equiatable basis for its 
impos .ion. Experience shows that 
backtracking on tax levies brings 
economic maladjusiments which are 
more serious than the loss of revenue 
that might fall upon the Treasury 
through a retroactive imposition. 

Na.urally the uncertainties of the 
Situation, esnecially the retroactive 
clause, is throwing a maze of insecur- 
ities into the business world. Under 
such circumstances managements do 
not know what their tax assessments 
for 195 will be until well into 1951, 
when the new EPT is finally brought 
into shave. There is no doubt that 
corporation boards of directors will be 
hesicvating in declaring large dividends 
for the rema-nder of 1950. This atti- 
tude refers par.icularly to planned 
exlra or year-end dividends; executives 
now are wavering, fearing that they 
may badly need such funds for paying 
regular dividends and enhanced taxes 


next year. In short, the tax status of 
numerous large corporations would be 
unknown for three or four months to 
come. 

The Senate has already voted to take 
up the EPT problem next January. 
Congress, on the other hand, voted 331: 
2 for a resolution asking tax-writing 
Committees in both chambers to pro- 
duce the super-tax laws “as early as 
possible” during the current session. 
Members want to have the opportunity 
to vote on the EPT measure before 
January 2, .1951, the date when the 
81st Congress goes out. The enormous 
congressional majority vote of 331: 2 
should be a strong moral lever to obtain 
fulfillment of this request. 


Presidential Controls 


On Sentember 9th President Truman 
made his. second fireside talk to the 
nation. This time he clearly outlined 
the divers measures needed for nassing 
through the present crisis. These are 
closely interwoven with three main 
problems: (a) The United States must 
produce materials and equipment need- 
ed for the war; (b) This country must 
raise the money to pay for the cost of 
increased defense efforts; (c) America 
must prevent inflation. 

Total production must be exvanded; 
new techniaues must be developed. 
Th's will require harder work ‘and 
longer hours. America has the greatest 
productive ability in the world and in 
history. The value of goods now pro- 
duced by the country’s economy is at 
an annual rate of $275 billion. The 
goal of $300 billion set for 1954 bv the 
President last year will undoubtedly be 
strongly surpassed before then. : 

Only a day ago, Mr. Truman said, he 
signed a new Defense Production Act 
of 1950 which, inter alia, will enable 
Government to provide special financial 
help to businessmen, where that is 
necessary to enlarge the production of 
mines and: factories for defense pur- 
poses. Under this law defense orders 
will have priority; manufacturers are 
to get the steel, aluminium, copper and 
other material they need to feed de- 
fense orders. The authorities are now 
empowered to prevent the hoarding of 
raw materials essential to defense. 
Furthermore, it, enables the Govern- 
ment to cut down the production of 
non-essential civilian goods to use up 


‘critical material. 


To pay for the cost of U.S. increased 
defenses there is only one sensible way, 
the President said, namely to pay for 
them, as we go, out of taxes. This 
w-ll prevent an enormous increase in 
the national debt. During world war II 
America borrowed too much and failed 
to collect enough in taxes. 


If the nation taxes itself sufficiently 
now, it will prevent the cost of goods 
from rising. Inflation would hurt the 
country’s economy more in the long 
run than higher taxes now. This means 
heavier taxes for everybody. No one 
should be allowed to profiteer at the 
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expense of others because of America’s 
defense needs. Nobody should get rich 
out of this emergency. 

According td Mr. Truman’s belief 
Congress should enact further tax 
leg'slation as'soon as possible. Amongst 
other things this should include a just 
and fair excess-profit tax, which will 
recapture excess profits made since the 
start of the Communist aggression in 
Korea. 

While the defense program will 
mean more veovle will be working and 
earning, the supply of civilian goods 
will not keep pace with the growth in 
civ-lian incomes. This inevitably means 
higher prices, unless the authorities do 
some.hing about it. Higher prices will 
lead to higher wages wh.ch, in turn, 
would spiral prices still upward. Every- 
body would lose if inflation went un- 
checked. Also the cost of the defense 
program would skyrocket. For this: 
reason the new Defense Production Act. 
provides Government with certain 
power to stabilize prices and wasges.. 
However, every citizen musi co-operate: 
to the utmost. Panic buying and pro- 
fiteering must be ruled out. 


Credit Curbs in Anti-Inflation Move 


In concluding President Truman’s 
fire-side talk he laid stress on the need 
to save as much money as ever possible- 
for reasons of persona! securitv. as well 
as placing funds at the disposal of the 
country’s industries. So far nether 
prices, nor wages were frozen. Apart 
from indirect allocation of raw rupber 
and aluminium no limits have so far 
been placed upon the market prices of 
important raw materials. 

However, the first steo presidential 
action undertook was to curb credit 
with a view to curbing inflation. New 
regulations demand that henceforth 
one-third of the cost prce of automo- 
biles should be paid upon ovurchase, 
while the balance is to be made up 
within 21 months. Household appli- 
ances, like refrigerators, televis‘on sets, 
come under the category where 15% of 
cost is to be naid down, final payment 
to be completed within 18 months. 
Home repairs, alterations of buildings. 
also requ're 10% down and 30 months 
to disburse the balance. The move- 
ment is vlanned to vrevent the further 
swelling of instalment credit. the out- 
standing size of which stands at 
$20,340,000,000 at the close of July. 
When resolution “W” of world war II 
expired on June 30, 1949. the total then 
outstanding instalment debt aggregated 
only $4,216,000,000. The stupendous 
increase within 13 months is due to the 
slogan “1 dollar-down, 1 dollar-a- 
week.” So far no restrictions were 
imposed on real estate deals. new or 
old: No down payment will be requir- 
ed for items cost’ng less than $100, 
though refund has to be effected as on 
other merchandize. Bank loans are 
repayable within 18 months. 

Specially exempted from these res- 
trictions are loans above $2500 which 
do not comprise motor cars, farm or 
business loans, church groups, loans for 
insurance premia and money with 
which to purchase securities, Also ex- 
cluded are real estate credit, loans for 
medical expenses and loans by banks. 


Under the new law the President can 
now requisition factories, equipment 
and mater al needed for defense pur- 
poses. He also is authorised to grant 
guarantees uv to $600,000.000 in loans 
to spur wanted war output. The sec- 
tion on hoarding provides for penalties 
up to one year in prison and a $10,000 
fine. The foregoing restrictions and 
provisions are to remain in force until 
June 30, 1951. The allocations and 
pricrities, loan and requisition power 
will ccntinue until June 30, 1952. 


Railroad Stocks 


Many months ago I expressed the 
opinion in these columns that railway 
shares in this country did not represent 
a lucrative or desirable investment. 
For many years these equities were 
badly lagging behind the market. Quite 
a number of the railway concerns failed 
to pay div:dends, even on their pre- 
ferred stock. And yet, suddenly rail- 
road shares have stormed ahead since 
the outbreak of the Korean imbroglio. 
On June 29, 1950, the Dow-Jones rail- 
road average stood at 51.28; by Sept- 
ember 16 it had shot up te 66.74, the 
highest level of the past two years. 

Yet, this action has not made me 
change my views. Due to the enor- 
mous defense needs, both soldiers and 
war material have to be transported in 
much enlarged volume; raw material 
has to be hauled in increasing quanti- 
ties. This is one reason for the rise 
of ra‘lroad shares. 

Another plausible cause for the up- 
surge is the large capitalization of rail- 
way concerns. This, combined with 
the heavy operation and maintenance 
cost makes them less vulnerable to an 
excess vrofit tax than industrial enter- 
prises. 

However, it-is erroneous to take it 
for granted that railway securities are 
ous:anding war hedges. This opinion 
is vo.ced by the economic consultant of 
Lionel D. Edie & Co., who compares 
world war II conditions with now pre- 
vailing circumstances in the following 
manner: 

1.—In 1941, railroad labour received 

only 41% of gross revenues as wages. 
Now the wage bill absorbs 49% of the 
gross revenue, and there is heavy pres- 
sure for further rises. 
. 2—Today competition is much more 
serious than in 1941. The airlines now 
are moving half of all first-class travel 
as compared with 13% in 1941. The 
for-hire trucks have doubled their 
traffic. 

3—Equipment shortages already are 
very serious. Weekly shortages ap- 
proaching 40,000 cars are higher than 
at any other time since the early 1920s. 

4—In World War II the railroads 
had favorable tax treatment in the 
early years because of large carry-over 
t credits. Few such credits will be 
available this time. 

5.—Finally, railroad security prices 
are far different from the 1941 levels. 
The average price of five stocks which 
are uesd in this study as a sample to- 
day is 37. as compared with a mean 
price of 10 for the same stocks in 1941. 

Ult'mate solution of current labour 
disputes of the carriers will result in 
pay increases involving as much as 
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ECONOMIC REHABILITATION OF 
COMMUNIST CHINA 


A-picture of Communist China fast 


emerging from economic chaos and 
making big strides in her efforts 
towards economic self-sufficiency, was 


brought back by a group of prominent 
industrialists and merchants of Hong- 
kong and Macao, who returned to the 
Colony last month from a three-month 
inspection tour of the mainland. While 
it was recognized that various obstacles 
were still standing in the way of full 
recovery in so vast a country, their 
cbservations injected them with a fresh 
contidence in China’s economic rehabili- 
tation. 

The party of 40 members was 
organized with two ends in view. 
First, they were to undertake a first- 
hand investigation of present economic 
conditions in New China and, secondly, 
to explore means of reviving Hong- 
kong’s commercial and industrial mar- 
ket by a coordination of trade relations 
with the mainland. 

Headed by Mr. Wong Cheung-shui, 
Chairman of the Hongkong Fukienese 
Chamber of Commerce, with Mr. Mok 


$300.000.000 to $400,000.000 annually 
within the next year, the Edie study 
estimates. 
Aircraft Snares 

It requires no emouhasis to state that 


airplane manufacturers are now ex- 
tremely busy, all of them holding 
enormous backlogs, the execution of 


which will take from 2 or 3. years. Yet, 
aircraft stocks are decidedly slow in 
following the general upward move of 
other industries. This is strange indeed. 
At the close of August the Bendix 
Aviat‘on Corporation declared an in- 
creased quarterly dividend of 75 cents 
a Share. plus a special of $1. But most 
other aircraft concerns are much more 
conservative in their dividend pay- 
ments, though they are doing very well. 
Th's remark refers especially to the 
leading concerns of Lockheed and Unit- 
ed Aijrcraft.. The lastmentioned firm, 
apart from ample orders, has the ad- 
vantage of not only building planes, 
put also airplane motors, supplied to 
the trade. United Aircraft’s capitaliza- 
tion amounts to $122,000,000, inclusive 
of surplus. This sum is composed of 
$25,800,000 5% preferred stock; $13,- 
300,000 common shares, $9,900,000 pre- 
mium obtained from sale of common 
stock and $73.590.000 from retained 
earnings invested in the business. An- 
other strong point is found in the 
company’s land, buildings, machinery 
and tools. Original cost was 90,350,000 
dollars, but reserves for depreciation 
stand at $47,768,000. 

Great things are exvected from air 
travel. An expert in the line. capable 
of looking ahead, declares that within 
10 years you will be able to travel by 
air encircling the whole world in two 
hours. Of these, one hour will be oc- 
cupied by the actual trip, while the 
other hour will be employed for travel- 
ling to and from the airport. 


Ying-kwei, official representative of 
the Hongkong Chinese Chamber of 
Commerce, and Mr. Chan Kun-lan, 


Chairman of the Hongkong Weavers’ 
Association, as Deputy Heads, the 
inspection mission left Hongkong at 
the end of May for Canton travelling 
north via the Canton-Hankow Railway. 
Their itinerary took them across 10,000 
kms. of territory covering 13 leading 
cities, such as, Hankow, Shanghai, 
Tientsin, Peking and the Northeastern 
cities of Shenyang (Mukden), Chang- 
chun, Harbin, Penchih Fushun, 
Anshan, Dairen and Port Arthur. 

Prior to their departure, feelings were 
somewhat mixed. Some of the mem- 
bers were skeptical, others curious, but 
all were eager to see ior themselves 
what lay behind the “bamboo curtain.” 
They came back unanimously convinced 
that given time the rest of the country 
could be transformed into a land of 
peace and plenty just as the Northeast 
is today. 

Their first impression was gained 

while en route when the fact struck 
them that the farther northward their 
footsteps took them the greater was the 
evidence of economic progress. Thus, 
the Wu-Han area (Hankow & 
Wuchang) was better than Canton, 
Tientsin better than Wu-Han. the 
Northeast better than Tientsin and the 
Port Arthur-Dairen administrative area 
better than any other. part of the North- 
east. This feature was attributed to 
the time factor, the Northeast having 
had three years to put itself on its 
feet and carry out reforms. 
‘ Within these three years the North- 
east has, under thé direction and 
guidance of the Central ‘People’s 
Government, become a virtual modern 
Utopia where, in the words of Mr. 
Chan Kun-lan (Deputy Head of the 
Mission), “there are no unemployed, no 
beggars, no prostitutes.” The’ North- 
east is now a large industrial and min- 
ing area, with the Jarge iron and coal 
mines of Penchih, Fushun and Anshan 
surrounded by heavy industries. 

In the various economic fields, pre- 
sent agricultural, industrial, trade, 
commercial and social and living con- 
ditions all refiect the progress made in 
different parts of the country. The 
impressions of the inspection group on 
these fields are given below: 

Agriculture: China being fundamen- 
tally an agricultural country having a 
population 80 per cent of whom are 
farmers, rural economy is naturally of 
prime importance to national economy. 
The agrarian reform policy carried out 
by the People’s Government. under 
which all surplus land is requisitioned 
and equally distributed among the 
poor peasants, is. in the opinion of the 
investigation partv, a step in the right 
direction as it creates an incentive for 
the tillers of the soil. who are now 
owners, to put their best efforts at im- 
proving and increasing vproduction. 
This policy, coupled with Government 
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guidance in the organization of mutual 
aid and cooperative societies, improve- 
ment of tarming implements and pro- 
duction methods, has resulted in in- 
creased agricultural production in the 
Northeast and better living conditions 
among the peasants. . 

The visitors, while in Harbin, had 
occasion to ‘visit a small rural village 
about 10 miles away where agrarian 
reforms have been in practice since 
1947. This village of, 887 inhabitants— 
to each one of whom was given half 
a hsiang of land (1 hsiang is equal to 
15 mow)—cultivated in the past year 
altogether 458 hsiang of farmland and 
reclaimed 42 hsiang of wasteland whiie 
another 53 hsiang were reclaimed this 
year. Due to the intense cold, four 
months of the year the villagers en- 
gaged themselves in farming, devoting 
the rest of the year to the operation of 
subsidiary industries. Today the 
whole village shows signs of prosperity. 
The people, old and young, are neatly 
clothed, houses are newly repaired and 
kept clean; there is electric light in 
every house and radios are no uncom- 
mon sight. With the existence of a 
primary school for the children and 
night schools and supplementary classes 
for the adults, illiteracy is fast dis- 
appearing. 

The peasants in the Northeast are 
not only no longer oppressed by the 
landowners but their burden has also 
been greatly lightened, for whereas 
under Japanese occupation they were 
taxed 8 million tons of grain annually, 
only 2,300,000 tons were given to the 
Government in 1949. 

All these have, therefore, enhanced 
the purchasing power of the farmers— 
to what extent may be gauged from 
one item alone, namely, the consump- 
tion of cotton cloth by the peasants 
during recent years. Figures indicate 
that 880,000 rolls of cotton cloth were 
consumed in 1947, 1,200,000 rolls in 1948 
and 3,200,000 in 1949. With the first 
season of 1950 already registering a 
consumption of 2,400,000 rolls, it is 
estimated that the quantity. will be 
increased to 9,000,000 rolls by the end 
of the year. 


Industry: The trip North has brought. 


to light one illuminating fact—which 
is that the policy of the People’s Gov- 
ernment does not call for the elimina- 
tion of the capitalistic class, as was 
generally understood. Under’ the 
present regime, capitalists still hold 
their place in the economic realm, 


although all large and important in- 
dustries and enterprises are either 
state-owned or under Government 
supervision. But the development of 


public enterprises has not stunted the 
growth of private industries. On the 
contrary, the expansion of private in- 
dustries is. likewise. encouraged with 
a view to their parallel development. 
The Northest is fast becoming indus- 
trialized. While industrial production 
only occupies 10 per cent of the whole 
country’s production, in the Northeast 
alone the percentage last year was 
divide’ as follows: 65 per cent agricul- 
ture and 35 per cent industry. Under 
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the present programme, it is hoped to 
increase the industrial production this 
vear to 43 per cent. 

Regarding private capital invest- 
ments, statistics show that during 
Japanese occupation in 1945 the total 
capital investment was _ distributed 
thus: Japanese Government 44.8 per 
cent, Japanese private interests 48 per 
cent, Manchukuo Government 7 per 
cent and Chinese private interests 0.2 
per cent. According to last year’s 
figures, Chinese private capital took up 
12.5 per cent of the total investment. 

While large and heavy industries like 
metal works, cement works, paper 
plants, industrial chemical works for 
manufacturing fertilizers, refineries for 
soya bean oil, locomotive plants, ship- 
yards, etc., are operated by the State, 
private enterprises, such as, textile 
manufacturing and dyeing factories, 
rubber factories, flour mills, factories for 
the manufacture of stationery and 
office. equipment and canneries have 
been making profitable business. 

In Shanghai, although all industries 
suffered big setbacks immediately after 
the Communist occupation as a result 
of taxation, subscription to Victory 
Bonds and the Nationalist Government’s 
shipping blockade of the China coast, 
the situation has taken a turn for the 
better. With regard to textile indus- 
try, a comparison of the production in 
April and June indicates that during 
the latter month the cotton yarn pro- 
duction increased by 40 per cent and 
its consumption by 44 per cent and the 
cotton piecegoods production by 50 per 
cent and its consumption by 90 per cent. 
To meet demands, the wellknewn Wing 
On Textile. Mill has had to add four 
night shifts a week to its day shifts. 

Capital - Labor Relations: Never 
before have there been such amicable 
relations and close cooperation between 
employer and employee as at present. 
Not only do employers’ introduce 
measures for the benefit of their 
workers but the workers themselves 
often of their own initiative make 
sacrifices in the interests of their em- 
ployers. In such an atmosphere _ of 
mutual understanding and cooperation, 
production is bound to rise. 

At the Peiyang Cotton Mill in Tien- 
tsin, for instance, the factory manage- 
ment set aside 1.5 per cent of the net 
profit towards building up a Labor 
Welfare Fund, and also opened up 
creches, clinics and night schools on 
behalf of the workers. Factory hands 
are no longer subject to search upon 
entering or leaving the premises. 
These efforts on the part of the em- 
ployers have so favourably reacted on 
their men that within one year the 
production of the mill increased by 
nearly 50 per cent, thereby creating an 
unprecedented record. The workers 
themselves organized “Red Flag” con- 
tests with a view to eliminating waste 
of raw material. 

At another textile mill in Tientsin, 
workers were permitted by turns to 
undergo a training course at their labor 
union every week on full pay, while 
in some factories workers have volun- 
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tarily suggested a reduction in wages 
to help their employers tide over dif- 
ficulties. 

Government Cooperation: Govern-. 
ment aid and encouragement have been 
largely responsible for putting a num- 
ber of industrial and commercial enter- 
prises back on their feet. This aid 
often takes the form of increased 
working hours, placing orders and buy- 
ing over goods, acting as agent for the 
sale or purchase of commodities and 
loans—all of which are designed to 
assist private enterprises in solving the- 
problems of raw material supply, mar- 


keting and fluidity of capital. Many 
factories have under Government 
guidance established and operated 


joint offices for sales or purchases so 
as to do away with the exactions of the 
middle man. 

Typical of the Government’s attitude: 
is the manner in which three im- 
poverished factories were led back to 
normal operation. The Yung Li 
Industrial Chemical Works at Tangku 
producing caustic soda, sulphuric acid 
and refined salt, with its 3,000 odd 
workers, was on its last legs when the 
Government came to its rescue. The 
factory was ordered to make use of its 
stock of raw material and resume 
operation. The major portion of its 
products was bought over by the Gov- 
ernment. The East Asia Gunny Bag 
Factory in Tientsin, which due to lack 
of Indian jute was unable to reopen 
after the Communist occupation, final- 
ly utilized Chinese jute upon Govern- 
ment assistance. From last year to 
spring of this year, the Government has 
ordered 7,602.000 gunny bags.. The 
Government also bought over a part ot 
the large stock of rugs of the Jen Li 
Rug Factory in Tientsin and by sus- 
gesting and making it possible the sub- 
stitution of Australian wool by wool 
from Northwest China helped to solve 
the raw material supply problem. 

Trade & Commerce: That the 
People’s Government is sincere in its 
efforts to promote trade is confirmed 
by the inspection group, six members of 
whom were invited to participate in 
the National Import and Export Trade 
Conference held on July 13 in Peking. 
At the meeting questions on relations 
between Government and private trad- 
ing firms, applications for foreign 
exchange by importers, contracts, etc. 
were threshed out in an atmosphere of 
frankness and earnestness. Nothing 
was passed without debate and adeauate 
consideration. Its biggest accomplish- 
ment was readjusting the relations 
between public and private overated 
entervrises. demarcating their scove of 
activities and promoting closer coopera- 
tion between the two. 

In the commercial field, 
ments were evident everywhere. 
White in the Northeast. the visitors 
found the streets of all cities, both Jarge 
and small, filled with commereia} 
stores and shovs. Many large private- 
owned department stores were doing a 
flourishing business in Harbin. Dairen 
and Shenyang. In fact. within the Jast 
vear more than 500 industrial and com-. 


improve- 
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mercial firms have arisen in the 12 
largest cities of the Northeast, indicat- 
ing a 23.9 per cent increase over 1948. 


In Shanghai, business has been pick- 
ing up. The six large department 
stores, namely, Wing On, Sincere’s, Sun 
Sun. The Sun, China Emporium and 
Lai Wah, showed a 120 per cent 
increase in business. Restaurants and 
movie theatres were crowded, 


Canton has within the brief span of 
three months assumed a new appear- 
ance. When the investigation party 
departed northward at the end of May, 
they left a city full of unopened stores 
closed since the Communist occupation. 
On their return in August a new pic- 
ture met their eyes. Shops and stores 
along the main streets were busy at 
renovations in preparation for the re- 
sumption of business. Chinese : mer- 
chants and industrialists, who had fled 
to Hongkong, are gradually returning 
to Canton. 


Currency & Finance: One of the 
most noteworthy feats accomplished in 
New China is the stabilization of the 
currency and with it the stabilization of 
commodity prices—a feat which has 
not yet been witnessed in the country 
for more than 10 years and which has 
brought an end to all speculative enter- 
prises. This improved currency situa- 
tion is bound to react favourably on 
industry and commerce, as with living 
conditions rendered secure, budgets 
may be mapped out and programmes 
formulated without fear of currency 
depreciation and having to resort to 
loans at exorbitant rates of interest. 


The Government has lately taken 
two steps towards lightening the burden 
of the people. At a National Revenue 
Conference this summer, taxes were 
readjusted and simplified and reduced 
from 1,300 to about 300 kinds. The 
first issue of Victory Bonds having 
proved unwelcome, the Government 
has decided not to launch the second 
issue for the time being. 


Social Welfare: The development of 
social welfare work is specially notice- 
able in the Northeast. Maternity hos- 
pitals have been established where 
female workers are given free service. 
Mothers are allowed 45 days’ leave 
after childbirth on full pay. Creches 
are also provided by the Government 
for the benefit of working mothers. 


In the prisons, the inmates are well 
treated, unmanacled and wear their 
own clothes. Prison officials, with the 
exception of the guards at the gates, 
are unarmed. Prisoners are given 
three meals a day and work commen- 
surate with the individual’s abilities. 
Two hours are devoted each day to 
reading and discussions. In the prisons 
visited, both Chinese and _ Soviet 
Russian prisoners were treated alike 
with no discrimination whatsoever. 

All piekpockets have been rounded 
up and placed in reformatories where 
they are taught a new trade. 

Living Conditions: The stabilization 
of commodity prices in the country has 
resulted in secure and comfortable 
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CHINESE CUSTOMS AND FOREIGN TRADE 
POLICIES UNDER THE PEKING GOVERNMENT 
By Our Peking Correspondent 


No new Customs import and export 
tariffs have so far been published. They 
are st.ll being studied and drafted by 
a special committee appointed by the 
Financial and Economic Commission. 
The old Customs Import Tariff, August 
1y48 and the Customs Export Tariff, 
1934 are still in force only affected here 
and there by new rulings. The new 
Customs policy is of a highly protective 
nature as tan be seen from the basic 
principles that have been laid down: 
a.) for the importation of capital goods 
that are produced on a small scale or 
not produced at all domestically, indus- 
trial raw materials, agricultural ma- 
chinery and implements, grain seeds as 
well as fertilisers, low duty rates shall 
be fixed or even exemption from duty 
shall be granted, b.) Low import duty 
shall be charged on all books and 


living. Having a servant, however, is 
an extravagance which one could ill 
afford. 

At present there is a big demand for 
technical personnel in the Northeast. 
The unemployed in many areas of 
China, therefore, have migrated to the 
Northeast. 

Commodities are cheap in all parts of 
the country but especially so in the 
Northeast. At the time of the inspec- 
tion party’s sojourn there, the price of 
white rice was equivalent to a little 
over 10 H.K. cents a catty, pork 
approximately 50 H.K. cents a catty. 
In Changchun and Harbin, butter and 
milk were cheaper and of better quality 
than those in Hongkong. 

With no unemployment and the needs 
of the people satisfied, law and order 
is easily maintained. Apart’ from 
traffic control, one could hardly see a 
policeman in the streets of the North- 
east. 

Hongkong-China Trade. In prob- 
lems affecting themselves, members of 
the inspection mission found the Gov- 
ernment authorities not only sincere 
and sympathetic but elso willing to 
co-operate. When presenting their 
case before responsible officials in 
Peking, the delegation stressed the 
importance to Hongkong of trade with 
China and how closely was this linked 


up with Hongkong’s lifeline.. Hong- 
kong’s industries were facing hard 
times, they stated, and since the 


majority of them were operated with 
Chinese capital and employed Chinese 
labor, the plea was made that the 
import duty on Hongkong manufactured 
goods be reduced and that various other 
facilities be provided ,as a means of 
relief and assistance. The Govern- 
ment not only agreed in principle with 
the delegation’s views but suggested 
that concrete measures be formulated 
to promote trade relations between 
Hongkong and China and that these be 
submitted to the South China Trade 
Bureau for consideration. 


periodicals on science, medicines and 
pharmaceuticals that are not produced 
domestically or cannot be substituted 
by domestic products, c.) for the im- 
poriation of industrial products or 
semi-finished goods that are being pro- 
duced in large quantities or are. likely, 
though not at present, to be produced 
on a large scale domestically, duty shal 
be charged higher than the differences 
existing between the costs of such im- 
ported goods and similar domestic 
products, d.) High import duty shall be 
imposed upon all luxuries and unessen- 
tial goods, and e.) Extremely low duty 
or total exemption shall be extended 
to the exportation of all semi-finished 
goods and processed raw materials. 
These broad principals of a protec- 
tive customs policy have been put into 
practice through some readjustments in 
the import and export tariffs and by 
virtue of other facilities in the case of 
exports. At present all exports are 
duty free (excluding Manchuria), 
wharfage for exports is cut by half, 
there is a reduction both in the industry 
commerce tax as well as commodity 
tax, priority and reduction in freight 
charges are accorded by railways to 
export cargoes, and loans by the banks 
are generally granted to exporters. The 
adjustments that have been made as 
regards imports are as follow:—Ex- 
ernption of import duty has been grant- 
ed to: 1.) raw cotton (effective till the 
end of September, 1950 but likely to 
be extended as native crops do not 
seem sufficient to keep the mills run- 
ning), 2.) DDT and other insectides, 
3.) all books and periodicals on science, 
appliances and materials for scientific 
experimental purposes and their spare 
parts. Import duty rates of 65% to 
80% on linen, muslins, and organdies 
tor the drawnwork industry and on 
lamps used in mines and other indus- 
trial purposes, have been reduced to 
levels between 15% to 25%. On wire 
nails, stormlamps and other such arti- 
cles than can be domestically manufac- 
tured and are not of much demand, a 
raiso of import. duty rates from, 4044- 
50% to 65%-80%. : a 
The fundamental principles of the 
policy on foreign trade lie in these 
slogans: ‘Encourage exports while limit 
imports,’ ‘Stimulate domestic and for- 
eign interflow!’, and ‘Secure internation- 
al balance!’. Incidentally it is a way 
with the new regime to push a policy 
by vropagandising a lot of slogans, 
which method has in fact witnessed 
success in many instances. Both im- 
ports and exports have been categorised 
into: 1. permissible, 2. specially per- 
missible, and 3. prohibited.- However 
cargoes are often switched from one 
eategory to another to suit the domestic 
market and production conditions. 
The government now enjoys mono- 
polies in the exportation of bristles, 
tung oil, fur and hides, beans and 
metal ores. Private exporters, how- 
ever, in view of their foreign connec- 
fons, may export these monopolised 
articles on behalf of the government 
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and earn a commission usually between 
1% to 5%. 
trol of the export trade may be seen 
from the measures that have been 
adopted. Oils and oil materials such 
as bean oil, cotton seed oil, groundnut 
oil, groundnuts, etc, being in a surplus 
condition within the country, their ex- 
portation has been greatly encouraged 
so much so that the North China For- 
eign Trade Control. Bureau released 
them from government monopoly in 
February this year. (There are three 
Foreign Trade Control Bureaus, the 
North China, East China and South 
China, each, though following in gen- 
eral the government’s trade policy, 
very often adopting different measures 
and rulings). Provisional suspension 
of the exportation of products that are 
insufficient for domestic consumption 
has been declared over bran, sheep’s 
wool, and buffalo’s and cow’s hides. 
Cotton seed cakes, linseed cakes and 
groundnut cakes are classified as per- 
miss ble exports as there is only a 
limited supply of these articles for ex- 
port. 


The exportation of all war resources 
is either prohibited or government 
monopolised. At present, food, raw 
cotton, iron, gold, silver, live cattle are 
prohibited exports while wolfram, anti- 
mony, tin and all mineral ores are 
government export monopolies. In the 
matter of imports the following mea- 
sures are in force:—Caustie soda, ciga- 
rette paper, carbon sticks, alcohol, 
galvanised iron wire, potassium chloride, 
newsprint, plaster of Paris, and sulphur 
are prohibited imports as these articles 
can be domestically produced in suffi- 
cient quantities. Cotton textile goods, 
silk goods, sea products, matches and 
cigarettes are limited imports as there 
is a certain amount of domestic supply 
of these articles. For a time early this 
year Soviet made matches and ciga- 
rettes were widely found in North 
China cities. All luxuries and unessen- 
tials such as. cosmetics, nylon products, 
alcoholic beverages and canned goods 
are probited imports though sometimes 
cons'deration is given to some articles. 
Strong encouragement is given to the 
importation of all capital goods, ma- 
chinery, appliances and raw materials 
that are needed for domestic industries. 


These measures have evidently 
brought favorable results in China’s 
foreign trade. The port of Tientsin for 
1949 had aggregate trade returns of 
PB$333.575,930,000 of which 56.8% 
were exports while 43.2 were imports 
with a favourable balance of 13.6%. 
For the first half of 1950, foreign trade 
returns for the whole of China amount- 
ed to PB$9,191,600 million; exports ac- 
counted for 57.3% and imports, 42.7%, 
showing again a favourable balance. 
The nature of imports has also under- 
gone a drastic change in value as can 
be seen from the following tabulation 
of the values in percentages of the totad 
import trade figures for the years 1936 
(947 and 1949 (Tientsin only): 


A general idea of the con-. 
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THE BANKING INDUSTRY IN 


CHINA 


TODAY 


by Francis Wu 


Though there remains today some 
uncertainty as to the future development 
poss bilities of the banking industry in 
China under the Communist rule. most 
of the private banking interests in the 
country, especially those with adequate 


1936 1947 
(whole (whole 


1949 


Articles China) China) (Tientsin) 

Textile fibres and 

products! 9 cigs. 11.8 24.7 1413 
Metals & metalware 28.4 25 32.1 
Chemicals and 

Dyestuffs ....... 9.9 10.7 20.8 
Oils, Tallow & wax 11.2 15.5 6.8 
Foods, Drinks, medi- 

cines & Tobacco. 13.9 1.5 2.3 


As foreign trade was largely concen- 
trated in Tientsin in 1949 when South 
China was in a chaotic state of hostil- 
ities, the figures for Tientsin may be 
regarded as quite representative of the 
Chinese Communist trade policy. 


The following table shows the values 
in percentages of both exports and im- 
ports by kinds for the year 1949 which 
may show their relative positions in 
present China’s foreign trade: 


EXPORTS 
Articles 
Cotton Yarn 


Value (%) 


Cotton piece goods ..... 8.94 
STISMLSS © Crisis colt micisicieteaic.s 663 
Chemical products 6.53 
Egg products ....... 6.27 
Animals & products 6.28 
Wretel Ores woes ccce ans 5.42 
TUS SOM eraaists sundaes 5.3% 
Textiles products.) «cis <rmclspatsleoatroiors 5.31 
ONES Wee acataicisin efoisre akscane cal Wren la eeimelaisi ai 3.46 
UNGNIES! Hee la sceltsitcis ce ctese see 3.40 
BCAnSRGs) PEAasic.cmrccurane emcees 2.78 
ST SAM iiss ous al ctaysrtis oveietepoisietenereia eke teres alten 2.78 
PLCS LE UR gas sos fhacalovalo\siaysietvivisiaiaiersincsiats 2.48 
Textile fibres (incl. silk) 2.47 
Cereals 5 2.25 
Knittings 2.21 
Kernels 1.45 
TUIGLSIN A, cv ata reteieistettee cieicrer ciaipverniuralejer merece 1.40 
Glass! & glassware “cnet sie cetmecens 1.40 
Medicine and spices .............. 1.33 
Piece goods (excl. cotton) ........ 1.10 
Wiscetlaneous ~ Vasinates se mepetisiaelethsee 7.93 
100.00 
IMPORTS 

Articles Value ( 
Chemicals ween ete ee eee een enens 10.21 
Haw wCOvton tins cule sie aimatans Sieieiene 13.97 
Crude oil, Kerosene ..........55+- 9.55 
Metal ores ....... 7.65 
RACE PATE cater 5.97 
Paperie een 5.65 
Machinery and tools 5.34 
DyEstulis | iris ca cepleleelaw acre tear 5.07 
Raw rubber and products ........ 5.00 
Hemp and manufactures ......... 4.96 
ROR oy (eet RSM Obie ane Tee as 3.73 
GASGIETOS asec mcclrcirtlee peeme ten 3.29 
Flour and Ceresls ian 0s. site ce cial 2.20 
Cotten: SOOds ena sels teetctwicnon ee 2.71 
BGS eT eS IE ential marie od 2.42 
Wool and manufactures 2.10 
Vehicles and vessels ... 1.75 
Fael coals wisi geile cosieie 1.48 
TAMBOL Ts ously sas iescisnaceiietasiaiemich 0.76 
Avilmall LOOAS iis. as cle cutelsleivcte’sio eet 0.69 
Silk and manufactures ........... 0.65 
Misce@Waneoush» heii: dessa eas memasds 4.95 
100.00 


resources, behind them. have at least 
overcome the fear of the threat to their 
very existence which in the early days 
of the change-over of authority seemed 
so imminently possible. 


For the Common Programme of the 
Chinese People’s Political Consultative 
Conference, the ‘“Constitution” of the 
present Administration in China, in its 
section dealing with economic policy, 
clearly and unequivocally stipulates as 
the basic economic principle of the na- 
tion the promotion of the atta‘nment of 
an entirely Socialist economy. Refer- 
rng to banks (financial enterprises) 
in particular, Article 39 of the said 
Programme provides for the strict con- 
trol of the industry by the State with. 
certain specified banking functions to 
be handled exclusively by the State 
banks, and with all private-banks sub- 
jected to state suvervision and direction. 


This general statement of principle 
was, however, followed by the new 
business policy actually pursued by the 
People’s Bank, the “central” bank of 
the new Government, which, in addition 
to handling the normal functions which 
were universally accepted as those of a 
State bank, also engaged in all the 
numerous banking functions which 
were generally considered to be within 
the sphere of private banking, includ- 
ing the acceptance of all kinds of de- 
pos ts, large and small. the issuance of 
loans to ali parties satisfying its de- 
mands of credit standing, and the 
handling of general remittances within 
the country. The People’s Bank fur- 
thermore proceeded actively with the 
pursuance of this new bus‘ness policy 
of indulging in all classes of banking 
activities w'th the universal extension 
of its machinery throughout the country 
and the opening of branches and sub- 
branches in the different sections of the 
larger cities. 


In the circumstances, the private 
banks entertained the fear that they 
could not engage in successful competi- 
tion with the State bank which they felt 
was encroaching on the‘r realm of opera- 
tions. And it must be admitted that in 
the recent years of currency inflation, the 
private banking industry had followed 
a course of abnormal development re- 
sulting in the mushroom appearance of 
a multitudinous number of banking 
houses, of varying resources, which 
attained a_ state of pseudo- -prosperity 
founded not on their legitimate services 
to industry and trade, but rather on the 
dubious practices of speculation, hoard- 
ing, and loans at usurious interest 
rates. The new authorities had also 
brought with them the avowed policy 
of the strict prohibition of these unlaw- 
ful practices. a policy which has turned 
out to be generally successfully imple- 
mented. 


For the first few months since the 
establishment of the néw authority over 
the country as a whole, therefore, the 
banking industry in the country went 
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through a period of precarious uncer- 
tainty. The best that members of the 
industry could do was to mark time, 
carry on as best they could, and await 
further developmenis. In Shanghai, 
the national centre of the banking field, 
the situation was further worsened by 
the almost complete paralysis of indus- 
try and, trade brough: about by the Na- 
tionalist blockade. It seemed inevitable 
that many banking houses would have 
to close down, and in fact many did. 

In this connection, fram figures avail- 
able uy to June, 1950, the total number 
of bank failures (including native 
banks) included 101 in Shanghai, 50 in 
Tientsin (these two #eing the principal 
financial centres in the country), 25 in 
Peking and 12 in Wuhan. 


* * * * 


Meantime, the new Government had 
also given assurances that private bank- 
ing interests, as all other economic in- 
terests, would have a chance for 
development for a long period to come, 
provided they operated along proper 
lines and in compliance with the Gov- 
ernmeni’s policies and orders. It was 
stressed that the financial development 
of the country was still in a very ini- 
tial stage in view of the large calls that 
would be made uvon it by the general 
economic deveionoment of the nation, so 
that private banking resources still had 
plenty of room for exvansion in spite of 
the increased operations of the State 
banks. 

This clam to the capacity on the 
part of private banks to seek continued 
development in spite of competition 
from the State banks was partially 
justified by the following figures giv-ng 
the relative amounts of deposits with 
State and private banks in Shanghai 
during various selected periods in the 
course of the past odd year:— 


particularly in the appreciable in- 
crease in the amount of deposits in 
the banks. In February, 1949 (just 
besore une gradual change over of au- 
thority from the north downwards to 
the south of the country), total deposits 
with all the banks in the country were 
given as Gold Yuan 7,000,000,000, which 
conve-ted into pre-war currency values, 
amounted to $7,870,000 (fapi). By the 
end of February, 1950 (when the libera- 
tion of the mainland was practically 
completed), total deposits in the seven 
major cities of Peking, Tients'n, Shang- 
hai, Hankow, Chungking, Canton and 
Sian, aggregated JMP$447,300,000,000, 
equivalent to fapi $20,440,000 per-war. 
By the end of July, 1950, following the 
improvement in the economic-financial 
situation as the result of the stabiliza- 
tion of currency and prices, bank de- 
posits in the same seven cities were 
increased to JMP$976,000,000,000, equi- 
valent to fapi $41,810,000, pre-war 
value. There was thus registered a 
more than 500 per cent increase com- 
pared with February, 1949. The total 
volume of deposits, however, still fell 
greatly short of the pre-war total of 
fapi $2,000,000,000 (June 1937). 

One of the most unwholesome char- 
acceristics of the banking situation in 
the country has been the concentration 
of banking houses in the major cities, 
particularly those along the coast, a 
development largely attributable to the 
prevalence of the unorthodox functions 
engaged in during the days of currency 
inflation. The total number of banks 
in the country at one time exceeded 
2000, and more than half of them were 
located in Shanghai, with Tientsin, 
Pek ng and Chungking also having ex- 
cessively large numbers. The change 
of the situation rendered many inactive, 
and those with less adeauate resources 
found it difficult to carry on, with not 
a few closures, as already stated. 


Total Deposits with Banks in Shanghai (in Jen Min Piao dollars) 


July, 1949 
State Banks 20,500,000,000 
Private Banks  5,800,000,000 
‘The above figures show that from the 
liberation of Shanghai (in May, 1949) 
up to February, 1950 (on the eve of the 
Nationalist blockade), the rate of the 
increase in deposits with private banks 
in Shanghai compared favourably with 
the rate of increase in the State banks. 
Nevertheless, the general relationship 
between the banking industry and in- 
dustrial and commercial enterprises in 
the country is still far from being close, 
and there is much room for the further 
promotion of these relations. A recent 
survey, for instance, showed that of the 
30,000 industrial and commercial enter- 
prises, less than 3,000 had accounts with 
the city’s 40 banking houses. The same 
situation also obtained in Hankow 
where l kewise only 3,000 of the city’s 
30,000 industrial and commercial houses 
did business with banks. | 
* 


The admitied success attained by the 
present Chinese Government in its de- 
flation of currency which led to the 
general stabilization of currency and 
commodity prices since the end of 
March, has had marked repercussions 
in the country’s banking industry, 


January, 1950 
458,300,600, 000 
277,000,000,000 


February, 1950 April, 1950 
1,684,800,000,000 


240,900,000,000 


463,700,000,000 
250,700,000,000 


This situation has led, partly if not 
wholly, to one of the most important 
developments in the banking industry 
of China in the past months—the or- 
ganization of jointly operated machin- 
eries by various banks principally for 
the issuance of loans, but also in the 
undertaking of other banking functions. 
As expected, Shanghai led in this new 
field of operations, and indeéd as early 
as in Sep:ember, 1949, 172 private banks 
Uincluding nat-ve banks) joined in a 
scheme for the issuance of a loan of 
JIMP$4,000,000,000 to the cotton textile 
indusiry of the city to finance the pur- 
chase of raw cotton. In December, 1949, 
a Consortium was Officially organized 
with a capital fund of JMP$12,000,000,- 
000 (of which JMP$2,600,000,000 were 
put up by the People’s Bank, the Bank 
of China and the Bank of Communica- 
tions). later increased to JMP$18,000,- 
000,069. By the end of Avril, 1949, the 
group had issued loans to the cumula- 
tive value of JMP$24,500,000,000, prin- 
cipatly to the cotton and tobacco indus- 
tries. In April, 1950, another joint 
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group of Shanghai bankers organized 
themselves to engage in loans to agri- 
cultural enterprises, with the partici- 
pating of 32 banks, and with more than 
JMP$2,000,000,000 issued in loans. The 
experiences gained in the months of 
operation have since led to the im- 
provement of this activity. on the part 
of the banking industry in Shanghai, 
and joint operation was extended from 
the issuance of loans alone to other 
banking functions. In June, there were 
organized in Shanghai two separate 
groups of Bankers’ Joint Operation Or- 
ganizations, dealing in loans, deposits 
and other business. By the end of June, 
the first of these joint groups had re- 
ceived deposits to the amount of JMP 
$50,200,000,000, and issued loans to the 
amount of JMP$38,800,000,000 (includ- 
ing an investment of JMP$6,000,0uU0,000 
in the overall Joint Loan organization 
for the city). The second group had 
received deposits to the amount of JMP 
$34,200,000,000, and issued loans to the 
amount of JMP$22,800,000,000 (includ- 
ing an investment of JMP$3,500,000,000 
in the overall joint loan organization 
for the city). 

Shanghai’s lead in the operation of 
joint-loan services was soon followed in 
the lesser cities in the neighbourhood, 
including Hangchow (where loan facil- 
ities to the amount of JMP$707,000,000 
were made available to the silk indus- 
try), Soochow (where the joint loan 
organization acquired a working fund 
of JMP$4,000,000,000), and Wusih 
(where 14 banks and native banks 
raised a joint fund of JMP$1,000,000,000 
for agricultural loans issued to the 
rural areas). 

In the more important financial cen- 
tres other than Shanghai; the joint loan 
experiment has aiso been successiuily 
introduced. The banking industry of 
Tientsin, led by the China State Bank 
and the Kincheng Banking Corporation, 
formed a Joint Loan organization in 
April, 1950, and within a month of its 
formation, important loans issued in- 
cluded JMP$6,000,000,000 to such major 
industrial enterprises in the area as 
the Yung Lee Chemical Industries, 
the Yao Hua Glass Works, and the 
Chung Tin Electrical Works. The 
Chiu Ta Salt Industries also had access 
to a large loan from the group. In 
Peking, a joint loan organization was 
formed also in April with the partici- 
pation of 33 banks and a ¢apital fund 
of JMP$3,000,000,000. The Wuhan 
(Hankow) bankers had organized their 
jont loan organization earlier in 
March, 1950, and the accumulated 
values of loans issued reached JMP 
$9,380,000,000. This group only issue 
loans for one-month periods. 

The development of these joint loan 
organizations, and in Shanghai, of the 
joint groups operating other banking 
services also, appears to be greatly en- 
couraged by the authorities, and it may 
possibly pave the way to the ultimate 
amalgamation of the smaller banking 
houses which may not be in the position 
to meet the requirements of the new 
banking laws which are as yet to be 
promulgated. At the moment, separate 
control regulations are enforced in the 
different major administrative areas 
into which China is divided under the 


402 


present regime, and while the essentials 
of the various control measures are 
necessarily the same, there do exist 
considerable differences in the details 
of enforcement. The need is felt, both 
in Government and private banking 
circles, for the standardization of con- 
trol throughout the country. The delay 
in the promulgation of such centralized 
regulations is obviously due to the ex- 
treme care that must be taken in the 
determination of the major provisions, 
particularly in the capitalization of a 
bank. It seems certain, however, that 
the authorities will be exacting in their 
demands of the banks on this point, and 
it is more than likely that many of the 
present houses will not be in the posi- 
tion to meet the requirements. The 
most practical solution to the difficulty 
will naturally be amalgamation, and the 
present practices in joint operation will 
no doubt vrove beneficial in facilitating 
amalgamations when they are needed. 


a a * 


Another development which reflects 
the gradual return to normalcy of bank- 
ing in China has been the steady de- 
cline-of interest rates which have, in 
Shanghai at least, been practically 
stabilized more recently. The nominal 
interest rates (on deposits) obtaining in 
Shanghai on the Ist day of the first five 
months of the current year were as 
follows:— 
January 1 (1950) . 


39.0 per cent per mensem 


February 1 ..... 31.5 per cent per mensem 
WEATOM cee aniais 37.5 per cent per mensem 
PN iat ea 15.0 per cent per mensem 
eRe iii toviaiarcare 4.2 per cent per mensem 


With currency values stabilized and 
ocmmodity prices actually going down 
after April, the nominal interest rates 
began to return to more normal levels. 
Of course, the actual interest rate all 
along had not undergone great fluctua- 
tions, and is tending toward reaching 
an equilibrium with the nominal rate. 
On June 1, the rate dropped to 1.5 per 
cent per mensem, and a few days later. 
declined further to the record low of 
only 0.5 per cent per mensem. Since 
the middle of June, and until the end 
of August, however, the following in- 
terest rates had. been permanently 
maintained in Shanghai: 


Inter-Bank Rate 24 per cent per mensem 
Interest on Deposits 0.7 per cent per mensem 
Inferest on Loans 3.0/4.2 per cent per mensem 


The development of domestic remit- 
tances by banks has not been atiended 
by marked success, excepting a few 
jJarger establishments, and in these 
cases also among the few principal cities 
of the country. The People’s Bank, 
with its extensive network of branches 
increasingly nut uo in the interior dis- 
tricts, has revorted considerable pro- 
gress in this field, but the private banks 
have not the facilities to undertake 
transfers of funds to the smaller areas. 


A new field of develooment held oui 
for the banking industry in the country 
is the organization of investment com- 
panies. An -exveriment was already 
started in Peking with the official in- 
auguration of the Hsinyeh Investment 
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Jeint Stock Company on September 1, 
1950 with a cavital of JMP$20,000,000,- 
000, of which 30 per cent, representing 
the State’s investment, was put up by 
the People’s Bank. A number of pri- 
vate banks also participated in the 
venture, and its development will no 
doubt be closely watched by the bank- 
ing industry and decide whether or not 
this promised field of development holds 
any future for them. The operations 
of the Peking corporation, which no 
doubt are to serve as the model for 
similar undertakings which the author- 
ities are hoping to promote, including 
direct investments in industrial, mining 
and communications enterprises; the 
underwriting of company debentures; 
the floating of company stocks and de- 
bentures, the custody of assets put up 
as security for such debentures and the 
payment of interest on them; and the 
operations of a stock exchange. 


* * % * 
It was in the midst of this general 


improved situation of the banking in- 
dustry that the Peking Government 
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called its first National Banking Con- 
ference on August 1, 1950, a meeting 
which lasted 10 days. The conference 
was attended by 103 delegates, repre- 
senting the People’s Bank, the public- 
private jointly operated banks, private 
banks, bank employees, and indus- 
trial and commercial federations. 
The delegates were reported to have 
undertaken a thorough review of 
the banking situation, a frank exchange 
of views, and a full study of their 
pressing problems. 


A concrete achievement of the Con- 
ference, from the meagre information 
available, was the general support ex- 
pressed by the private banking circles 
for the early promulgation of control 
measures for the industry on a nation- 
wide basis. Agreement was voiced for 
the draft regulations which had been 
presented to the Conference, and their 
promulgation after the necessary re- 
visions if considered necessary by the 
competent authorities, will further 
clarify the situation of the banking in- 
dustry in China. 


China’s Industries 


PORCELAIN WARE OF 
KINGTEHCHEN 


Kingtehchen, world-renowned por- 
celain producing centre of China, is 
slowly recovering from the ravages of 
war which has seriously dislocated the 
Chinese national economy during the 
past decade. In the first seven 
months of this year, total exports of 
porcelainware from this district went 
up again to 140.000 piculs, and further 
increase is anticipated. 


The rehabilitation of this ancient in- 
dustry in the Kiangsi town which start- 
ed with the conclusion of the Sino- 
Japanese hostilities, has made especi- 
ally noteworthy progress during the 
past two years. To speed up this re- 
habilitation work, the Kiangsi Porcelain 
Company has recently been making 
jarge-scale purchases of the porcelain- 
ware produced in Kingtehchen, while 
the People’s Bank has also been grant- 
ing substantial financial a‘d to the 
porcelain manufacturers, thus enabling 
them to solve the financial and mar- 
keting difficultiés which previously. 


confronted them. 


Accord‘ng to recent statistics, the com- 
bined output of the factories making 
high quality Kingtehchen porcelain in 
the first half of this year amounted to 
98,389 piculs, of which 490,243 piculs 
were produced in January alone. Ex- 
ports for the first six months and for 
the first ten days of July totalled 141,- 


310 piculs. For the period from July 
1 to 10. exports amounted to 41,382 
piculs. 


Exports of Kingtehchen porcelain go 
ch'efly to Hongkong and Canton, which 
take up approximately 40% of the 
total exports; Shanghai, Tientsin, Pek- 


ing, Wusih, Soochow and Nanking, 
purchase about 20%; Hankow, Hang- 
chow and Tunki, account for arother 
15 percent. The remaining 25% is 
absorbed in Kiangsi itself or is des- 
patched to markets in other parts of 
China. 


Kingtehchen today has a total of 
2,750 factories and workshops which 
are engaged in different types of work 
related to the production of porcelain, 
and the total number of workers em- 
ployed in these industrial establish- 
ments amounts to 12,000. 


KWANGTUNG’S SILK INDUSTRY 

The silk industry of Kwangtung, 
which before 1934 occupied 20% of the 
total exports from the province, suf- 
fered almost total destruction during 
the Sino-Japanese hostilities. Under 
the Japanese military occupation, large 
tracts of mulberry trees were cut down 
to make way for the cultivation of food 
crops, the selection of improved cocoom 
breeds was neglected, silk vrices were 
harnessed, and sericultural farmers by 
untold thousands deserted their work 
for other vocations promising a hetter 
chance tor subsistence. 


As a matter of fact, so successfully 
had the Japanese policy been carried 
out of eliminating the serious threat 
of the Chinese silk enterprise to its 
counterpart in Japan that the age-old 
Occupation of silkworm breeding was 
all but forgotten in the South China 
province. The Japanese strategy ef- 
fectively crippled the important Kwang- 
tung industry, and it will be long, if at 
all, before it can recover its pre-war 
status, 


1950 


FAR EASTERN ECONOMIC REVIEW 


The extent of the devastation of the 
sericulture of Kwangtung is almost 
beyond comprehension. According to 
recent Chinese reports, there were only 
eight silk filatures in operation in the 
province at the end of last year, as 
compared with a total of 187 in the 
prosperous year of 1932. The number 
of reeling machines dropped from 100,- 
000 to 1,500 of which only half were in 
regular operation. From 50,000 piculs 
the production of silk for export sank 
to a mere 50 piculs, and from 40,000 
piculs the output for domestic con- 
sumption receded to 5,000 piculs. The 
number of workers in the mills fell 
from 50.000 to 700, the number of silk- 
worm raising families from 380,000 to 
2U,vv0 and the acreage of mulberry 
fields from 1,500,000 to 210,000 mow, 
with the output of mulberry leaves of 
each mow of land reduced from 25 to 
12 piculs. 

The destruction of the ancient silk 
industry in Kwangtung has proved to 
be a great disaster to the people of the 
prov-nce, due to the fact that it came 
second in importance in the whole ot 
China, ranking next to that of Chekiang 
but higher than those of Kiangsu, 
Szechuan and Hupeh. A great number 
of the people of the province depended 
for tneir livelihood on silkworm breed- 
ing, the raising of mulberry orchards 
and.the reeling and weaving of silk. 
In the famous silk district of Shuntak, 
wh’ch used to provide 75% of the silk 
produced in Kwangtung, the calamity 
was especially great; here unemploy- 
ment, bankruptcy and hunger were 
most rampant after the war and it has 
been estimated that these causes have 
had disastrous efects upon at least 40% 
of the local population. 
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Report from Taiwan 


Foreign Trade-—The Taiwan Tea 
Dealers Guild have announced that 
the August exports of tea, one of Tai- 
wan’s biggest money crops, totalled 
1,094,183 kilograms, an increase of 
about 242% over July. 

Agriculture:-—Taiwan’s farmers re- 
ceived aid from three different sources. 
The Land Bank of Taiwan earmarked 
NTY3,000,000 for small loans to farmers 
and began actual release of the funds 
on September 1. The Provincial 
Tobacco and Liquor Bureau announced 
plans to distribute 4,350 metric tons 
of fertilizers to tobacco farmers, start- 
ing in late September with a view to 
bringing the 1951 tobacco acreage up 
to a total of 5,751 hectares. The Joint 
Commission on Rural Rehabilitation 
paid on August 29 the first installment 
of a NTY206,360 subsidy to the Pro- 
vincial Taiwan Pineapple Company in 
connection with the company’s special 
improvement project. 

Finance:—The Provincial Banknote 
Issuance Supervising Committee has 
announced that the Bank of Taiwan’s 
note issue at the end of August 
totaled NTY193,493,850.50, fully backed 
by gold and U.S. dollar exchange 
credits. The Extra Note Issuance 
Supervising Committee added the in- 
formation that .the extra note issue 
(subsidiary notes and coins) on the 
same date totaled NTY45,000,000 ana 
was backed by trade acceptances, ware- 
house receipts, and mortgaged tea. 

The Provincial Finance Department 
announced the collection of national 
and provincial taxes during the first 


seven months of this year totaling 
NTY80,598,000, which exceeds the col- 
lection budget for the whole year by 
almost NTY35,000,000. For the same 
period the commodity tax in kind 
amounted to 14,214 metric tons of 
sugar, and the land tax in kind reach- 
ed 4,037 metric tons of rice paddy. 

The rates for U.S, dollar notes re- 
mained unchanged at NTY10.25 to 
US$1; this was also the official rate for 
foreign exchange certificates during 
the week. While the official price of 
gold remained at NTY336 (plus NTY- 
162 in patriotic bond purchases) per 
Taiwan tael, its open market price 
dropped to NTY480. 

Commodity prices remained largely 
unchanged. 


CONDITIONS IN BRUNEI 
DURING 1949 


As a result of the extension of trans- 
partation and communication services 
and oilfield activities since 1946, the 
foreign trade of Brunei has been great- 
ly stimulated. With a population of 
of approximately 11,000 the sultanate 
of Brunei comprises an area of 2,226 
square miles on the northwest coast of 
the Island of Borneo. 

During 1949 the weekly steamer ser- 
vice between Singapore .and Lubuan 
was resumed, and although there are no 
airfields in Brunei itself, the larger 
rivers accommodate a_ thrice-weekly 
flying boat service from Singapore. 
Direct radio-telegraph service is now 
maintained between Brunei Town and 
Singapore. 
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Indicative of progress toward fuller 
economic development, Brunei’s 1949 
exports increased by approximately 
M$13,000,600 to a total of over iM$o2,- 
000,000. 
cluded crude oil, natural gas, Jelutong 
and plantation rubber, and firewood. 
Since 1946 the British Malayan Petro- 
leum Company Ltd. has continually 
2xpanded production in the Seria oil- 
field; there are now 150 wells which last 
year produced 24,694,500 barrels of 
erude oil and 580,018,000 cubic meters 
of natural gas. 

The acreage under rubber at the end 
of i949 was estimated at 20,671 acres 
and keen interest in new planting was 
taken with apporximately 594 acres 
applied for during the year. 


Firewood exports (all to Hongkong) 
averaged 1,400 tons a month and prob- 
ably would have been higher if addi- 
tional shipping had been available. 
Export control of forest products was 
introduced in July — all timber, nibong 
and rotan require:a Certificate of In- 
spection, ensuring quality control of 
timber exports and preventing the ex- 
port of timber requisite for domestic 
use. Exvort duties are collected on 
a very limited number of commodities, 
the principal one of which is rubber. 
Prices and the distribution of rice, flour 
and sugar is government-controiled. 


Import statistics during the year were 
recorded in better detail than ever be- 
fore and totalled somewhat less than 
M$36,000,000. Duty is collected on a 
wide range of commodities, with pre- 
ference given to those of British origin. 
Cement. ironware and vehicles increas- 
ed considerably reflecting the extensive 
building programs of the oil company 
and of the Government. 


Following naturally the expansion 
and development of oilfield activities, 
new Town Plans were completed for 
Brunei Town, Kuala Belait and Seria. 
While there are no building societies, 
the Government is generally willing to 


grant loans at low interest rates for 
building construction and repair. Con- 
siderable reclamation was done in 


Brunei Town and Kuala Belait provid- 
ing valuable building sites. In connec- 
tion with the Brunei Town Plan, it be- 
came avparent that a new water dis- 
tribution svstem for the entire town 
was necessary. and a start was made on 
Javing tre mains outside the Town 
Area. The oil company’s own housing 
plans in Kuala Belait and Seria pro- 
gresseqd during 1949 with more im- 
vrovement anticipated for 1950. 


Two applications for coal prospecting 
licenses were received. The oil com- 
pany operated under two oil explora- 
fion licenses in a total of 816 square 


miles outside the present lease. The 
first pottery factory was opened in 
Brunei Town manufacturing bricks, 


drain-pipes, latex flower pots and other 
items for domestic consumption. The 
eatechu factory, owned by the Island 
Trading Company which has the man- 
grove bark concesssion, resumed pro- 
duction. Various handicrafts were re- 
vived or expanded — 


In order of value, exports in-' 


gold-thread’ 
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PHILIPPINES ECONOMIC DEVELOPMENTS 


Trade & Industry 


The Philippine balance of trade for 
the fiscal year ended June 30, 1950, 
showed an excess of imports amount- 
ing to 410,000,000 pesos, compared with 
58/,800,000 for the fiscal year 1949. 
The narrowing of the gap between im- 
ports and exports is attriputable largely 
to effec.is of control measures, reflected 
in a decliné of 18 percent in imports 
from 1,150,000,000 pesos in the fiscal 
year 1y43 to 940,600,000 pesos in the 12 
months ended June 30, 1950. Unfor- 
tunately, exports declined also, but only 
by 6 percent, dropping io 530,400,000 
pesos, from 562,2uv,000 in the fiscal 
year 1949, 

Even more clearly indicative of the 
effects of controls is Philippine trade 
dur.ng the first 6 months of 1950. Im- 
ports amounted to 287,000,000 pesos 
and exports, 159,000,000, resulting in 
an import balance of only 28,000,000 
pesos. Imports during the period 
January-June 1949 totaled 623,000,000 
pesos, and exports amounted to 273,- 
000,0C0, leaving the substantial import 
balance of 350,000,000 pesos. 

The first of a series of reconstruction 
and development bonds, ranging in 
value from 20 pesos to 10,000 pesos, was 
offered for sale to the public by the 
Central Bank on July 10, under the 
slogan “Save for Economic Indepen- 
dence.” The securities are negotiable 
and will yield 4 percent interest an- 
nually, free from taxation. Proceeds of 
sales reportedly are intended to finance 
agricultural and industrial projects 
through lending operations of the Re- 
construction Finance Corporation and 
to support programs undertaken direct- 
ly by the Government and its agencies. 
The issuance of small-denomination 
bonds was designed to afford the gen- 


eral public opportunity to save idle 
money and to counteract anticipated 
inflationary effects of trade and ex- 


change controls and of unsettled condi- 
tions in the Far East. 

In line with authority granted him 
by, terms of Republic Act No. 509, the 
new price-control law, the President 
of the Philippines issued on July 9 
Executive order 331 establishing ceil- 
ing prices for foodstuffs in Manila and 
environs, and on July 138, order 332 
fixing prices for elementary and high- 
school textbooks. Price ceilings for 


sarongs, silver making, straw mats and 
handbags and brassworking. 


Research and education, as they will 
directly effect future economic growth, 
received all possible attention. The 
rate of Brunei’s economic development 
according to the Brunei annual report 
for 1949, is perhaps most readily com- 
prehended by considering Kuala Belait, 
second in size to Brunei ‘Town. “At 
Kuala Belait with municipal services, 
piped water supply, electric light, do- 
mestic gas, cold storage, cinema and 
other amenities, it is difficult to realise 
that within living memory this town 
was the scene of human sacrifices.” 


other essential commodities are to be 
announced later. Price Control Ad- 
ministration has divided the Philippines 
into five zones with differentials of 1 
ceniavo per ‘pound per zone allowed 
over establ shed Manila prices to cover 
handling and freight charges. 

Copra shipments during the first 6 
months of 1950 totaled 228,802 long 
tons, a decline of 10,538 tons compared 
with exports in the like period of 1949. 
Coconut-oil exvorts likewise dropped, 
totaling only 22,479 long tons during 
January-June 1950 as against 25,757 
tons in the first half of 1949. Increased 
domestic use of copra and coconut oil 
as a result of import controls is res- 
ponsible for reduced foreign shipments, 


notwithstand:ng high prices offered 
abroad. Copra prices, stimulated by 
the Korean situation, have increased 


substantially, and further advances are 
anticipated by the trade. 

During January through May, abaca 
balings amounted to 301,897, whereas 
exports totaled 270,310 bales (1 bale= 
about 278 pounds). In contrast, pro- 
duction in the first half of 1949 totaled 
only 239.279 bales and foreign ship- 
ments, 225,165 bales. With more post- 
war plantings gradually reaching strip- 
ping age, production is expected to 
continue to advance. Prices, not as yet 
affected by developments in Korea, 
have declined slightly with the increase 
in abaca output. 

Leaf-tobacco outout 1950 is estimated 
at 24,000 metric tons by Government 
sources and 28,000 metric tons by the 
trade. 

All but five of the Philippines’ 28 
sugar mills have concluded grinding 
operations, and production of centri- 
fugal sugar from the 1949-50 crop as of 
July 2 was estimated at 650,459 short 
tons. Total output is expected to be 
between 690,000 and 700.000 tons. The 
official forecast in late November 1949 
was 800,000 tons. Losses caused by 
typhoons and semidrought conditions 
during the growing season, however, 
were apparently underestimated by the 
Sugar Quota Office. 

Rice continues in adequate supply, 
and all indications point to a generally 
favorable rice-supvly situation through- 
out the year. Imports during the first. 
half of 1949 totaled only 5,000 metric 
tons. 


Transfer Abroad of Earnings and 

Capital 

The Philippine Central Bank an- 
nounced, on August 3, 1950, that in 
addition to the former 10 percent ruling 
it will allow’ firms to transfer abroad 
earnings and/or capital up to 30 per- 
cent annually of their capital invest- 
ment in the Philippines as of December 
31, 1949. Capital investment for this 
purpose is described by the bank as 
fixed assets or capital stock outs-anding, 
whichever is larger. For corporations, 
the _ percentage of fixed assets to be 
considered capital investment is in re- 
lation to foreign participation in the 
capital stock; for companies and other 
firms it is in relation to foreign parti- 
cipation in the organization. 


The earlier ruling referred to limited 
remittances of profits and dividends to 
10 percent of net profits after taxes, or 
to 10 percent of capital stock, which- 
ever was higher, provided that in no 
case could such remittances exceed the 
average amount of profits and dividends 
remitted in the two preceding years. 


Copra and Coconut Oil Letters of Credit 


All export shipments of copra and 
coconut oil from the Philippines must 
be covered by irrevocable letters of 
credit that provide for drawings at 
sight, according to Export Regutation 
No. 2 issued by the Exchange Control 
Department of the Central Bank on 
July 22, 1950. The regulation became 
effective immediately. Under its terms 
an exporter must aiso make a declara- 
tion to the Collector of Customs that 
payment for such commodities will be 
received in the manner required. 

Shipments of copra and coconut oil 
on any other basis may be made only 
under specific license granted by the 
Exchange Control Department. 


. 


Price Control 


Authority to fix ceiling prices of es- 
seniial commodities and to promulgate 
regulations necessary to enforce them 
was given to the President of the 
Philippines by Republic Act 509, valid 
until | April 30, 1y51. The law also 
permits Government agencies to import 
commodities directly when inflation 
exisis and upon approval by the Pre- 
sident. 

According to the final text of the 
Price Control Law, controls apply to 
imported or locally manufactured food- 
stuffs; textiles; clothing; fuel; light and 
illumination; footwear; drugs; medi- 
c:nes; medical, dental, and optical sup- 
plies; paper and vaper products; school 
supplies, building materials; agricultur- 
al and industr.al machinery; fuel and 
lubricants; and other articles consider- 
ed essential. 

Admunisiration of control is under 
the supervision: of the newly created 
Price Admin‘stration Board composed 
of five members, one of whom is the 
general manager of the Philippine Re- 
lief and Trade Rehabilitation Adminis- 
tration (PRATRA) and who acts as 
Executive Officer. The Board may re- 
commend appropriate action to the 
President whenever the price of an 
essential commodity rises or threatens 
to rise to a point “inconsistent with the 
national interest.” Upon such recom- 
mendation the President may establish 
maximum price ceilings and promul- 
gate regulations necessary to carry out 
the purposes of the law. However, 
prices of rice, palay, and corn, will be 
fixed by the President upon recommen- 
dation of the Rice Emergency Board. 

Other provisions of the law authorize 
the Pres dent to order the sale of com- 
modities in short supply or when there 
is uncontrolled inflation, and ovriority 
for purchase is given to PRATRA. Upon 
Presidential approval PRATRA or other 
Government agencies or corporations 
may also import directly articles in 
short supply. 

Agents or duly authorized represen- 
tatives of the Price Administration 
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MALAYA ECONOMIC DEVELOPMENTS 


Output and exports of Malayan tin 
and coconut and palm products con- 
tinue with little diminution, as rubber 
exports, although rubber production 
declined slightly, because recent inten- 
sification of bandit activity. Prices, 
especially of rubber and tin, have 
rocketed to new heights under the 
stimulus of war psychology and heavier 
buying’ in consumer markets. These 
price-spurring conditions, plus antici- 
pated increased United States stock- 
piling, haye thus far counteracted any 
depressive effects in the rubber market 
which normally might have been ex- 
pected as a result of recent United 
States Government action to increase 
synthetic-rubber production. The out- 
look is, of course, clouded by uncertain- 
ty in the world situation, and markets 
continue to be affected daily by news 
out of Korea and the leading world 
capitals. 


U.S. Purchases 


The United States bought 36.18 per- 
cent of the total value of rubber ship- 
ped and 69.11 percent of the total value 
of tin exported in the first 5 months of 
1950. Specifically, it laid down in the 
first 5 months of 1950 a total of 
$$271,139,457 (US$88,607,666) for Mal- 
ayan rubber and tin, which on as 
annual basis would amount to $$650,- 
734,696.80 (US$212,700,000). (The figure 
figure includes both Malayan tin and 
tin smelied in Malaya from imported 
concentrates, which accounted for about 
21.1 percent total tin exported.) 


Vehicle Registrations 

Evidence of the prosperity in Maiaya 
and Singapore, as a result of the betier 
world prices of its chief export com- 
modities, is increased motor-car sales. 
Singapore dealers are almost cleared of 
stock. and distributors of the more 
popular models reports sales consider- 
ably in excess of current deliveries 


Board are empowered under the law to 
examine records of importers, whole- 
salers, or retailers or to inspect pre- 
mises where goods are kept; and to 
receive declarations of inventories of 
dealers in such goods and monthly re- 
ports of sales as required. If stock is 
found in vossession of dealers in excess 
of that reported, it may be confiscated 
and disposed of by the Price Adminis- 
tration Board. Maximum quantities of 
stock may be fixed by the Board to 
discourage transfer to unlicensed mer- 
chants for the purpose of evading the 
law. 

A list of commodities offered for 
sale, together with the retail ceiling 
prices therefor, if established, must be 
posted in a prominent place in every 
retail establishment, and a store may 
not refuse to sell at ceiling prices any 
articles displayed. 

Ceiling prices have already been es- 
tablished for food products by Execu- 
tive Order 331 of July 7; for textbooks 
by Order 332 of July 13; for school 
supplies by Order 337 of July 27. 


‘months. 


‘total 


from the United Kingdom. Private 
passenger-car registrations in Singapore 
totaled 15,185 on June 30, 1950, about 
11 percent more than those on Decem- 
ber 31, 1949. Taxis increased in num- 
ber by 258 to a total of 1,339 units. 
Motorcycles increased by 434 units to 
a total of 4,341. Bicycle regis:rations 
jumped from 94,374 units 6 months ago 
ua 105,106 on June 30, an increase of 
,732. 


Economic Plans 


Late in July the Malayan Legislative 
Council announced approval of the 
draft of the 6-year economic-develop- 
ment vlan for the Federation, which 
has been in preparation for some 
It provides for a rather ex- 
tensive program of education and social 
services, besides furnishing blueprints 
for directing and augmenting the coun- 
try’s production. The vlan _ involves 
basic expenditures of S$$186,325,000, 
plus recurring annual expenditures of 
S$43,362,000 and envisages the type of 
benefits to the social structure which 
would help remove, on a_ long-range 
basis, the conditions upon which com- 
munism thrives. 

More information is available on the 
plan for collection of latex from small 
holders and delivery to a central estate 
which has processing and handling 
facilities in excess of its own require- 
ments. It was learned that the coopera- 
tive marketing organization is being 
financed in its experimental stages by 
aid from the Colonial Development 
Corporation. Its activities will result, 
when expanded, in increased exports of 
latex and high-grade sheet and will 
net the small holder a greater return 
because of the higher orice obtained 
for his product. Since output by small 
holders generally is of low quality and 
and much of it requires remilling, it 
brings, ordinarily, a price several cents 
per pound below that of high-grade 
sheet and latex. The obvious advant- 
age of the plan to the small holder is 
a larger income from given production. 
Increased earnings should tend to 
stimulate and stabilize small-holders’ 
production. Expansion of the move- 
ment, however, will take time. 


TRADE UNIONS IN 
MALAYA 


At the end of July this year, there 
were 170 trade unions registered in the 
Faderotion of Malaya. There were also 
21 trade unions of which one is a 
tederacion, awaiting registration. The 
membershiv of all unions and 
those pending registration was 51,421, 
which is 611 more than the June figure. 

One trade union was registered dur- 
ing July. It was the Postal Employees’ 
Union, Johore. The registration ot the 
West Pahang Gold Mine Workers’ 
Trade Union was cancelled during the 
month on the ground that it had ceased 
to exist. 
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THAILAND ECONOMIC REPORTS 


Highways 

New emphasis was recently placed 
on Thailand’s need for a system of 
arterial highways. Present plans en- 
visage a three-pronged network radiat- 
ing from the central hub of Bangkok. 
The need for such a development is 
attributed to (1) its external strategic 
value in relation to the general political 
situation now exisiting in southeast 
Asia, (2) its internal political value in 
permitting the present Government to 
maintain domestic stability should the 
necessity arise, and (3) a desire to 
facilitate development of the country’s 
economic resources. : 

To implement its plans, the Govern- 
ment has created a highway committee 
with full authority to cut across exist- 
ing administrative channels. The 
highways planned over the 5-year de- 
velopment period, at. an estimated cost 
of 640,000,000 baht are: (1) Bangkok to 
Chiengmai (in the north); (2) Bangkok 
to Nakhorn Panom (in the northeast); 
and (3) Bangkok to Haadyai, and. con- 
nection to Songkhla (frontier point on 
the Malay peninsula). 

‘In, addition,. the Government has 
plans for the construction of a highway 
from Chiengmai into Burma, which will 
give highway. connections with India, 
and a road from Ban Pong to Keng 
Rieng, site of the Government’s pro- 
posed hydroelectric project in Kan- 


Of the 21 trade unions awaiting re- 
sgistration at the end of July, the draft 
rules of 19 unions have been approved 
and returned to the unions for printing. 
Of the remaining two unions, the rules 
of one have not been submitted: for 
approval, and the rules of the other 
are now receiving the attention of the 
Department. 

The number of unions and their total 


membership by States and Settlements 
are as follows:— 


No. of Total 
unions Membership 
Penang 24 6,741 
Kedah & P. 10 1,880 
Johore 17 3,380 
Malacca 14 2,519 
Perak . 37 8,595 
Selangor 53 17,019 
Negri Sembilan ...... 9 6,197 
Pahang 6 1,283 
Kelantan = — 
Total 170 47,614 


The number of Government trade 
unions at the end of July was 75 with 
a total membership of 21,161. Figures 
of Government trade unions by States 
and Settlements are as follows:— 


No. of 
Government Total 
trade unions Membership 
POVane. Meant. sactisacals 9 4,247 
Kedah & Perlis 3 586 
Malacca a 1,550 
Johore 12 2,218 
Perak 10 2,484 
Selangor, ..0.5 25 8,300 
Negri Sembilan ...... 7 1,027 
REMAN eases Sree s, 0 2 749 
Kelantan — —_ 
Trengganu — _ 
EEGEALM © sljciewteracieainie 75 21,161 


chanaburi Province. The latter road 
probably will be financed from allot- 
ments for the hydroelectric plant. 

In the past, the highway system of 
the country was developed largely to 
afford connecting links between the 
excellent system of water and rail 
communications. The coming into 
power of a National Government in 
1932 brought about a change in attitude, 
and a modest project was launched in 
1936. It was interrupted in 1941 by 
the war, but now it has been resumed 
with increased vigor. 

The existing highway system in 1932 
totalled 1,623 kilometers. At the end 
of 1949 it had been extended to a total 
of 5,821 kilometers. 


Tin Production 

Thailand’s tin production has increas- 
ed steadily in the postwar period, reach- 
ing an estimated 4,660 metric tons of 
tin in concentrates in the first half of 
1950. This rate is 17 per cent higher 
than the 1949 output, and more than 
double that of 1948. 
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Exports of concentrates (containing 
about 72 per cent tin) were 6,841 metric 
tons in the January-June period, 
according to preliminary estimates. 
Latest available Malayan statistics in- 
dicate that 5,076 tons of Thailand ore 
were exported to Malaya during the 
first half of 1950. Exports to the 
United States were placed at 1,765 tons. 
Thus, roughly 75 per cent of the tin 
exports went to sterling markets, a 
trade factor which promised to provoke 
early action by the Thailand Govern- 
ment. In 1949 only 57 per cent of 
Thailand’s ore went to Malaya, and in 
the immediate postwar years approxi- 
mately one-third. 


The acute need of the Government to 
increase the inflow of dollars, plus the 
fact that some small producers were 
not meeting expenses, are the principal 
problems of Thailand’s tin trade. A 
plan may be devised to provide relief 
to producers in the form of increased 
baht returns, and to the Bank of Thai- 
land by directing a greater share of 
tin-ore exports from sterling to dollar 
markets. 


JAPANESE ECONOMIC REPORTS 


Fertilizers: Distribution of nitro- 
genous fertilizers in Japan at the end 
of May 1950 was considered unsatis- 
factory compared with that in 1949. 
Farmers had received 62 percent of 
allocations, compared with 86 percent 
on May 31, 1949. In about 10 prefec- 
tures distribution was 15 percent or 
more below the national average. 


Deliveries of superphosphate equiva- 
lents reached 57 percent of allocations 
at the end of May, compared with 87 
percent a year ago. = 


Potash received by farmers was 43 
percent of the spring allocation of 
205,300 metric tons, compared with 
85 percent by May 1949. Deliveries in 
25 prefectures were below the national 
average. Delayed arrivals of potash 
are partly responsible; other factors 
are lack of funds and the preference 
of many farmers for nitrogenous or 
phosphatic fertilizer. 


Sulfuric-Acid and Soda-Ash Pro- 
duction: Production of sulfuric acid 
in Japan increased in May 1950 to 
286,264 metric tons from 263,168 tons 
in April; totals for calcium carbide 
were 62,278 tons and 51,117 tons, re- 
spectively. Output of soda ash in May 
was 11,980 tons. 


Organic Chemicals: During the 
fiscal year 1949, April 1949-March 
1950, Japan’s production of organic 
chemicals derived from essential oils 
were as follows, in pounds ; Amylcin- 
namic alcohol, 22; anisaldehyde, 2,811; 
borneol, 54,614; citronellal. 319; 
citronellyl acetate, 260; dihydro- 
ionone, 523; dihydrometheylionone, 
258; geranyl acetate 825; geranyl 
formate, 88; geraniol, 9.296; hinoki 
(cypress) acetate, 12,672; hydroxy- 
citronellal, 3,270; lonone, 1,094; iso- 
safrol, 63,275; limonin, 3,806; linaly} 


acetate, 4,604; linalol, 6,387; isocha- 
vibeto, 30,464 ; oenanthyl, 417 ; oenan- 
thyl, 417; oenanthic ether, 378: ter- 
pineol, 80,452 ; terpinyl acetate, 30,112; 
and heliatrophine, 28,418. These pro- 
duction data were recorded by the 
Japan Essence and Perfume Industry 
Association. 


Fertilizer Materials:—Production of 
certain important fertilizer materials in 
Japan in June 1950 was as follows, in 
metrie tons (June 1949 ficures in par- 
entheses) : Ammonium sulfate, 136,092 
(105.083) ; superphosphate. 118,256 
(95,342); calcium cyanamide, 39061! 
(32,552) ; fertilizer urea, 1,081 (643) ; 
triple superphosphate, 124 (202); basic 
slag, 2,469 (none); and fused phos- 
phate, 1,703 (none). 


Solvay-Soda Companies: Two Sol- 
vay-soda companies in Japan _ in- 
creased their experimental produc- 
tion of ammonium-chloride fertilizer in 
May 1950 for field trials on a broader 
scale. Output amounted to 282 metric 
tons. This is the first manufacture of 
ammonium chloride which the Japan- 
ese Government has included in the 
fertilizer category. 


Microscopes:—Production of micro- 
scopes in Japan during the calendar 
year 1949 amounted to 2,300 units. 
compared with 1,800 units produced 
during 1948. 


Potashi—Japan’s imports of potash 
in the first 4 months of 1950 fluctuated 
considerably. None was imported in 
January or March. Imports in 
February totaled 32.016 metric tons 
and those in April were 17,486 tons. 


Binoculars:—Japanese production of 
binoculars and opera glasses amounied 
to 13,700 units during 1949, compared 
5,600 units during 1948, 


1950 


Urea Fertilizer: Production of urea 
fertilizer in Japan reached a new high 
of 1,675 metric tons in May 1950. The 
one plant manufacturing this product 
operated at full capacity. Four other 
factories are installing production fa- 
cilities for urea, and capacity is expec- 
ted to approximate 60,000 tons by the 
end of 1951. 


Hydrogen Productioni—The only 
manutacturer of hydrogen in Japan 
produced 114,402 kilograms in ijay 
1950, which is 42 percent higher than 
output in May 1949. The plant has a 
monthly capacity of 120 metric tons, 
which was scheduled to be expanded 
to 160 tons in July. Most of the ouz- 
put is used for bleaching, and demand 
is at an all-time high. 


Rayon:—Rayon-industry production 
limits in Japan were raised from 150.- 
000 metric tons to 204,020 tons yearly 
on June 19, 1950, by General Head- 
quarters, Supreme Commander for 
Allied Powers. These limits are broken 
down as follows: Filament yarn ard 
a staple fiber manufactured by the 
viscose and cuprammonium process, 
169,020 metric tons; hightenacity 
yarns, viscose. 20.000 tons; and fila- 
ment yarn and staple fiber, acetate, 
15,000 tons. 


Inorganic Pigments:—Production of 
inorganic pigments in Japan continued 
to increase in April and May 1959. 
Output amounted to 1,889 metric tons 
in April and 2,042 tons in May, com- 
pared with 1,609 in March. Average 
monthly production in the 5-month 
period January-May 1950 was 1,655 
tons. Zinc oxide is the principal pro- 
duct. 


Power Shortage: Ammonium sul- 
fate, urea, and calcium cyanamide are 
produced on the island of Hokkaido. 
Production, however, is at only about 
50 percent of capacity because of the 
shortage of power. 


Pyrite Production:—Japan’s pro- 
duction of pyrites, used in making sul- 
furic acid for the manufacture of fer- 
tilizer, increased to 1,500,000 metric 
tons in 1949 from 1,100,000 tons in 
1948, making it possible to cancel 
scheduled imports of this material. 
The increase is attributed to better 
financial conditions resulting from 
higher prices for pyrites and improved 
miring methods. 


Road Program for 1950-51 

The Japanese road program, for 
1950-51 calls for the expenditure of 
approximately 9,000,000,000 yen, of 
which 5,200,000,000 yen is to be fin- 
anced by the Central Japanese 
Government and 3,800,000,000 yen by 
local governments. Practically all 
work will be repair and maintenance, 
with a limited amount of new bridge 
eonstruction. Except for a few pro- 
jects, no rew paving or hardsurfacing 
work will be performed under this 
budget. It is anticipated that a certain 
amount of United States counterpart 
funds will expended also. but the exact 
.amount has not yet been determined. 
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Vitamin A and Fish-Liver Oil Outlook 
for 1950 in Japan 


The Japanese Ministry of Inter- 
national Trade and Industry (MITT) 
has estimated production of vitamin 
A from fish livers -at 32,350 billion 
units for 1950. Estimated production 
of vitamin A fish-liver oils for 1950 
is as follows: 


Quantity 
Average Quantity in mil- 


Potency potency in kilo- lion USP 
classification (USP) grams units 
3,990 and below . 4,900 37,500 185,510 
5,000 to 9,900 .... 6,520 1,041,900 6,785,809 
16,000 to. 29,900 .. 15,000 841,520 12,624,789 
30,000 to 49,900 .. 33,500 73,554 2,463,838 
56,000 to 99,900 .. 63,000 74,501 4,687,565 
100,000 to 149,900 . 112,300 46,902 5,268,056 


150,000 and above 234,000 1,470 334,433 


2,117,347 32,350,000 


MITI estimated that only about 5 
percent of the first three low-potency 
categories would be consumed in 
Japan ; the remainder would be ex- 
ported to the United f5tates. 


In addition, during 1950 the Japan- 
ese tishliver oil industry plans to ex- 
port 3,000 billion units of vitamin A 
in the form of whaleliver oil, con- 
sisting mostly of the potency classi- 
fication of 100,000 to 149,900 units. 
Of this quantity, 2,416 billion units 
have already been exported, and the 
remainder depends upon whaling oper- 
ations during the latter part of the 
year. } 


The actual quantities of vitamin A 
fishliver oil exported to the United 
States during the first 5 months of 1956 
are shown in the following table. 


Quantity 
Average Quantity in mil- 


Potency potency in kilo- lion USP 
classification (USP) grams units 
4,900 and above . 4,900 22,500 111,420 
5,000 to 9,900 .... 6,520 642,600 4,192,632 
10,000 to 29,900 .. 15,000 521,460 7,808,888 
30,000 to 49,900 .. 33,500 45,540 1,525,354 
50,00 to 99,900 .. 63,000 46,080 2,897,038 
100,000 to 149,900 . 112,300 28,980 3,255,256 
150,000 and above 234,000 -900 210,949 


1,308,060 20,001,537 


An. official of a leading vitamin-oil 
company indicated that the industry 
was endeavoring to produce 35,000 
billion units of vitamin A  fish-liver 
oils, including whaleliver oil, in 1950. 
According to trade sources, Japanese 
producers are being forced to move 
their production as soon as possible to 
meet currert obligations and are not 
able to hold the oils for higher prices. 


The same sources maintain that pro- 
ducers are not resorting to dumping 
because of the comparatively low 
prices. They claim that the low price 
is possible because the oil is a bypro- 
Guct ‘of the fishing industry, which uti- 
lizes the entire fish, whereas in most 
other countries, sharks ard some of the 
other sources of fishliver-oils are 
caught only for the livers, a prectice 
which makes the cost on a comparative 
basis much higher. 
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Trade ard Financial Arrangements 
with Indonesia 


SCAP recently announced that trade 
and financial arrangements were 
signed between SCAP, on behalf of 
Occupied Japan, and representatives of 
Indonesia, covering the period July 1, 
1950, to June 30, 1951. 


The trade arrangement envisages a 
two-way trade of approximately $74,- 
400,000 with Japanese exports to In- 
donesia expected to total $44,400,000 
and imports by Japan from Indonesia 
anticipated at $30,000,000. In ae- 
cordance with the financial arrange- 
ment, trade between the countries will 
continue to be conducted on an open- 
account basis in terms of United States 
dollars (as under the previous agree~ 
ment between Japan and the Nether- 
lands and Indonesia). 


Under the trade plan, it is anticipa- 
ted that Japan will continue to make 
available to Indonesia a large variety 
of manufactured goods, consisting 
chiefly of textiles, industrial machinery 
and parts, pottery and porcelainware, 
metal and metal products, chemicals 
and drugs, and miscellaneous consumer 
goods. Indonesia is expected to pro- 
vide Japan with many raw materials 
such as copra, crude rubber, palm oi} 
and other oils and oil-bearing materi- 
als, salt, hides, mangrove bark, lauan 
logs, and gum dammar and gum copal. 


INDONESIA ECONOMIC 
DEVELOPMENTS 


Another step toward restoration of 
normal retail trade in imported com- 
modities was taken on June 19, 1950, 
when the Government removed domes- 
tic sales restrictions and price regula- 


tions on “free list” imported goods 
and eliminated the “free sales pro- 
fits tax” on these goods. Although 


the “free list” is presently limited to 
some 35 products, it is expected that 
it will be extended to other consumer 
and capital goods. ‘Removal of these 
restrictive measures should tend to 
bring down prices, stimulate competi- 
tion, and lead the :waytoward greater 
freedom for import trade. This step 
was also necessary in order that a 
brcader market might be created -for 
foreign exchange cértificates, the price 
of which is maintained hy the Govern- 
ment at 200 percent of the official rate. 
During the first 4 months of 1950 ex~ 
ports have increased steadily while 
‘imports have decreased, and this has 
resulted in a lessened demand. for these 
certificates. i 

Another measure in this same cate- 
gory requires that “exchange free” 
imports, that is, imports paid for with 
funds held abroad, may not after June 
17, 1950, be imported until the importer 
has purchased a foreign exchange cer- 
tificate equivalent in amount to twice 
the c.if. cost of the imports. Although | 
intended to discourage the smuggling 
of exports from Indonesia, this measure 
will place a heavy burden on foreign 
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companies operating in the country 
that import capital and consumer goods 
for their own use. 

Demobilizatidn of some 80,000 Indo- 
nesian soldiers and their absorption 
into c vilian life has been the subject 
of considerable discussion. It is plan- 
ned to use most of these young men 
on reconstruction projects costing about 
12) million guilders (1 guilder equals 
approximately US$0.26). As a starter, 
it was planned to send 3,200 enlisted 
men to Borneo and South Sumatra dur- 
ing July to work on reconstruction 
projecis. 

t is unofficially reported that under 
the trade and financial agreement be- 
tween Japan and Indonesia the former 
country will ship 44 million dollars 
worth of textiles, chemicals, industrial 
machinery, and ceramic goods and will 
receive from Indonesia 30 million dol- 
lars of products, including copra and 
sugar, 


food and Agriculture 


The Food Supply Board reports that 
the rice harvested in Java this year 
may be considered satisfactory and 
there is no need to fear a_ shortage 
provided rice is not smuggled out of 
the country. However, drought condi- 
tions on the Island of Lombok have 
caused a crop failure on 12,000 of the 
90,000 hectares of rice now ready for 
harves:ing. Reports from the Agricul- 
tural Service in South Celebes indicate 
a considerable decline in rice produc- 
tion in that area. Although 418,000 
metric tons were harvested in that area 
in 194) and 435,000 tons in 1948, it is 
expected that this year the amount will 
not exceed 60,000 tons. It is estimated 
that the corn crop in South Celebes this 
year will amount to 100,000 tons. 


Labour and Wages 


Ths Republican Minister of Labour 
recently declared that the Republican 
Labour Law of: 1948 should be made 
applicable to all of Indonesia. , Basi- 
cally this law establishes a 40-hour 
week with variations for daily working 
schedules. Although a minimum wage 
for all of Indonesia has not yet been 
decided upon, the Republican Labour 
Ministry has. found that the present 
living cost for a worker’s family of five 
in West Java is about f.3.80, except in 
the larger cities, where the amount is 
nearer f.4.55 .a day. The Plantation 
Labour Union, reportedly representing 
800,000 estate workers, has sent a de- 
mand fo the Government and the En- 
trepreneurs Union for wage increases, 
a minimum daily wage of f.3.50 for 
Java, and somewhat higher elsewhere. 


Foreign Trade 


Exports during May totaled 719,487 
metric tons, valued at f.400,686,000, 
practically the same quantity as in the 
preceding month, but values were sub- 
stantially higher. Noteworthy increases 
were recorded in rubber, 49,436 to 
58,991 tons;.and copra, 16,374 to 35,448; 
and smaller increases were registered 
for many other products. The princi- 
pal decreases. were shown in petroleum 
products, palm kernels, and miscellane- 
ous products, and these decreases offset 
most of the gains. 


FAR EASTERN: ECONOMIC REVIEW 


October 5. 


BURMA ECONOMIC DEVELOPMENTS 


Burma’s rice shipments continued 
at a relatively high level during June. 
The State Agricultural Marketing 
Board, which controls the rice export 
trade, shipped 158,867 long tons of rice 
and 4,101 long tons of bran during the 
month, making the total exports for 
the first 6 months of this calendar year 
585,396 tons of rice and 31,862 tons of 
bran. With the beginning of the mon- 
soon season, cultivators began prepar- 
ing the fields for the 1950-51 rice crop. 
Insurgent attacks upon the fields, 
livestock, and equipment constitute the 
principal obstruction. Many of the in- 
surgent groups, now broken into small 
units, have instituted a campaign of 
destruction aimed at the cultivators. 
If these raids continue unchecked, 
there is a possibility that the area un- 
der cultivation for the next agricultural 
year will be smaller than for the year 
1949-50, 


Land Nationalization 


On June 10 the Prime Minister of 
Burma presided at a mass rally at 
Syriam to make the first “successful 
experiment in land nationalization,” as 
envisaged by the Land Natonalization 
Act. An official announcement stated 
that the Syriam experiment involved 
the transfer of 60,000 acres of land. 
The new plots range in size from 12 to 
59 acres, except for Thakin Mya Vil- 
lage, which is a 5.000-acre collective 
farm manned by 40 families. To assist 
the cultivators, the Government fur- 


It is no longer possible to make 
accurate comparisons of foreign trade 
by months, as the value of foreign- 
exchange certificates has been included 
in both the import and export statis- 
tics since the middle of March; export 
values have thereby been increased 
approximately 100 percent and import 
values 200 percent. It is apparent 
however, that the favourable balance 
of trade has reached about f.20 million 
at the official rate of exchange for the 
first four months of 1950. 

Prospects for copra exports during 
the second half of 1950 are discourag- 
ing. Total exports this year will prob- 
ably be.nearer 200,000 tons than the 
225,000 tons originally estimated. 


Finance 


Comparison‘ of the weekly balance 
sheets of the Javasche Bank for May 


.24’and June 21 reveals an increase of 


109.5 million guilders in the Bank’s 
advances to the Government of the 
Republic of Indonesia, from 1658.0 mil- 
lion to 1767.5 million; and an increase 
in currency in circulation of 36.9 mil- 
lion guilders, 2009.6 million to 2046.5 
million. Of the notes in circulation on 
June 21, Javasche Bank notes account- 
ed for 1718.4 million and Government 
notes for 328.1 million. 

. The Indonesian Bank Negara, State 
Bank, has provided f.70,000,000 for cre- 
dit extension to Indonesian importers 
who hold import allotment certificates 
but lack adequate capital to finance 
tnese shipments. 


nished financial assistance to the 
amount of 400,0CO0 rupees and, in the 
case of Thakin Mya Village, the ad- 
ditional services of five tractors and 
several agricultural technicians. 

Almost simultaneously with the 
completion of the initial phase of the 
Syriam experiment, a five-man Indian 
delegation, headed by the Indian Am- 
bassador, initiated discussions in Ran- 
goon with a Burmese Government 
Committee under the Minister of 
Agriculture for compensation for In- 
dian-owned lands national:zed by the 
Burmese Government. The talks were 
entirely friendly but effected no change 
in the Burmese Government's land na- 
tionalization plan. The Prime Minis- 
ter, however, assured the delegation 
that there would be no discrimination 
against former Indian landowners in 
questions of compensation. 


Transportation 


Burma Railways reopened the line 
between Rangoon and Pyinmana and ex- 
pects to resume service on the Prome- 
Rangoon line during the next few 
weeks. The restoration of railway ser- 
vice over even these limited areas, and 
the increased use of motor transporta- 
tion for’ long-d’stance cargo move-. 
ments, have greatly diminished de- 
pendence upon air transport. Air 
traffic during June was only a fraction 
of what it had been 2 months ago, 
and’ all chartered airlines, with the 
exception of Air Burma and Indonesian 
Airways, terminated their activities in 
Burma. Indones‘an Airways is expect- 
ed to do so shortly. 


During the month Burma and Cey- 
lon concluded a bilateral air-agreement, 
opening air service between Rangoon 
and Colombo via Madras. This is the 
second such agreement of Burma (the 
first was with the United States) and 
follows closely the form developed at- 
the 1944 International Civil - Aviation 
Conference and the Bermuda agree- 
ment between the United States and 
the United Kingdom. At the outset, 
the service ‘between Rangoon and 
Colombo will be operated on a weekly 
basis by Air Ceylon. Provision is made 
under the terms of the agreement, 
however, for the Burmese to operate a 
service along the same route should 
they inaugurate an international air- 
line at some later date. 

The Inland Water Transport Board 
organized the first convoy to Mandalay. 
It consisted of 41 vessels escorted by 
Burma Navy boats and left Rangoon 
on June 25 with more than 2,500 tons 
of goods. The convoy encountered 
some difficulty in the northern part of 
the Delta but reached Mandalay with- 
out any serious mishap on July 5. 
Industry and Foreign Trade 

There was no appreciable change in 
the oilfield situation. The Burmah Oil 
Company was preparing to appeal a 
decision of the Industrial Arbitration 
Court, which required the company to 
provide back pay and a separation 
allowance of 2 months’ pay, plus cost- 
of-living allowance, to some 4,000 
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THE JAPANESE CHEMICAL FERTILIZER INDUSTRY 2 CAtciuM cyanamive 


The recent development of the Jap- 
anese chemical fertilizer industry can 
be attributed to the postwar food short- 
age. In response to the urgent demand 
for fertilizer production, this industry 
was designated as one of the key in- 
dustries under the SCAP memorandum 
on the production and distribution of 
fertilizer, issued on May 17, 1946. Pro- 
duction was started on a priority basis. 
Protected by the state, the. rehabilita- 
‘ion of this industry was more con- 
spicuous than that of other industries. 


With the implementation of the 
Dodge recommendations, or of the 
nine-point principle of economic stabi- 
ization a return to economic  self- 
sufficiency is seen in the shifting from 
imereased to stabilized production and 
trom controled to free economy. Prob- 
tems evolving around the price, cur- 
iailments and removal of subsidies for 
materials, the streamlining of the dis- 
tribution system and the rationalization 
ot enterprises all point to the transition 
of the fertilizer industry to a self- 
sufficient basis. 


1. AMMONIUM SULFATE 
a) Production 

The production of ammonium sulfate 
is not only governed by the production 
of coal and power, but also by that of 
pyrite from which sulphuric acid is 
produced. In the 1948 fiscal year (Apr., 
1948-Mar., 1949) the output of this fer- 
tilizer registered 974,572 tons, coming 
close to the mark of 975,960 tons. The 
production goal for-the 1949 fiscal year 
is set at 1,110,000 tons. 


Production in 1947, 1948 and 1949 


(Jan.- Sept.) 
tons (up to Sept.) 
1947 fiscal year ...... 720,945 547,173 
1948 fiscal year ...... 916,565 672,349 
1929 (Jan.-Sept.) ..... 849,821 


The consumption of principal mate- 
rials in 1946 was 2,339,925,000 KWH of 
power, 1,844,112 tons of coal and 709,- 
373 tons of pyrite. This clearly indicates 
that the production of ammonium sul- 
tate gears on the procurement of power 
and pyrite. The first and second strikes 
staged by the shippers of ore in May 
this year reveal future difficulties as 
regards the pyrite problem. The im- 
portation of pyrite amounting to 8,600 
tons on August 5 endorses this fear. 


Power Allocation to Fertilizer Industry in the First Six months of 1949 


1st 2nd 5 
Quarter Quarter Remarks 
Total Allocation ....... 6,027,527 5,843,058 Compared with the same periods of 1948. 
esta Lets: oaeeces 3,565,753 3,300,012 the power allocation in the Ist and _ 2nd 
Fertilizer Industry C 901,000 742,182 quarters of 1949 decreased 1,945,000 KWH 
Ammonium Sulfate .... 501,841 432,262 and 30,614,000 KWH respectively. 


b) Rehabilitation and Present ‘Capacity 

The Japanese prewar capacity to 
produce ammonium sulfate was said to 
be 1,819,000 tons per year. But at end 


workers discharged in January 1950 
and earlier. Employees’ were still 
agitating for resumption of operations 
in the oilfields and at the refinery. The 
two competing unions, the Oilfields All 
Employees Association and the United 
Labor Front Organization (an affiliate 
of the Trade Union Congress of 
Burma), organized oil cooperatives and 
some cooperative cottage industries in 
the oilfield areas to provide employ- 
ment for some of the discharged em- 
ployees. The cooperatives will be able 
to absorb only a small fraction of the 
unemployed in the area. 

Mineral production was at an all- 
time low. The large Bawdwin Mines 
and the Mawchi Mines continued on a 
care-and-maintenance basis, and the 
few remaining operating mines in the 
Tavoy area were forced to curtail 
operations as a result of Communist 
and Karen insurgent activity. 

The State Timber Board is going to 
attempt to float 70,000 teak logs down 
the Chindwin, Irrawaddy, and Sittang 
Rivers to the milling centers during the 
months of September, when the river 
levels are highest and the river cur- 
rents slowed. The logs represent an 
accumulation of the past year and a 
half. The success of the project will 
depend on how completely Government 
forces subdue the insurgent groups stil} 
scattered along the rivers’ banks, 


of the war capacity sharply fell to one- 
tenth of the prewar level due to negli- 
gence in repairs and severe wartime 
damages. The fact that the present 
capacity has been restored to 96 per 
cent of the prewar record is solely be- 
cause great exertions were made for 
rehabilitation. 


Actual Productive Capacity of 
Ammonium Sulphate 


Electrolytic Gas 


Years Process Process Total 
PY@WAP 4 weissieisisis _ —_— 1,819,000 
End of War 44,000 139,000 183,000 
End of Mar., 1946 —_— —_ 843,000 
End of Mar., 1947 741,000 348,000 1,089,000 
End of Mar., 1948 855,000 470,000 1,525,000 
End of Mar., 1949 1,112,000 531,900 1,644,800 


As shown in the above table, the goal 
of 1,600,000 T/Y which had been aimed 
at since the end of the war was well 
topped. In fact, the overall productive 
capacity rose to 1,742,500 tons. 


Since, in the ammonium sulfate in- 
dustry, raw material expenses make 
up 50-60 per cent of the total cost, 
engineers are required to make great 
effort for the economization of raw 
materials. During the May-October 
period last year, an extensive campaign 
was staged to achieve 10 per cent cut 
in the material consumption. This 
drive brought substantial results in 
realizing the rationalization of enter- 
prise. 


a) Production 


Calcium cyanamide forms with am- 
monium sulfate the mainstay of the 
nitrogenous fertilizer industry of Japan. 
As a result of assiduous efforts towards 
rehabilitation pursued since the end of 
the war, the production of calcium 
cyanamide made a marked increase 
from 94,000 tons in 1945 to 227,799 tons 
in 1948 (calendar year), coming: close 
to the prewar level. 


_ Production of Calcium Cyanamide 
Calendar Years Amount 


1937 253,513 tons (prewar high) 
1945 94,163, 
1947 218,883 
1948 227,799, 
1949 (Jan.-Sept.) 246,537  ,, 


Throughout the 1948 fiscal year the 
product.on of calcium cyanamide rose 
to 250,981 tons with the consumption 
of 12,477 tons of bituminous coal, 104,- 
344 tons of anthracite and 1,380,644,000 
KWH power. In particular, the im- 
portation of Pensylvanian anthracite 
gradually raised the average N-content 
of this fertilizer: 18.9 per cent in Jan- 
uary, 1949, 20.2 per cent in March and 
21 per cent in June. 


b) Productive Capacity 


The productive capacity of the cal- 
cium cyanamide industry is governed 
by raw materials and power. The 
survey by the fertilizer section of the 
Ministry of International Trade and 
Industry shows the following record. 


Operating 

Efficiency 

Productive Raw (in per- 

Years Capacity Material centage) 

tons 

L945 9... sates 280,000 Coke 41 
1346 .<.... 280,000 & 70 
LOST terete store 385,000 o 56 
1948) /eere. 418,000 American coke 62 


As is shown in this table, the present 
capacity has nearly been restored tc 
the prewar level of 1935 when the pro- 
duction marked 270,000 tons on the 
basis of 67 per cent operating efficiency 
against the capacity of 40,000 tons (in 
terms of French Indochina anthracite). 
This is chiefly because the equipment 
of the existing and converted factories 
has been completed. 


3. SUPERPHOSPHATE 


a) Capacity and Production 


The overall capacity of superphos- 
phate plants has been considerably in- 
creased from 445,000 tons right after 
the end of the war to 1,675,000 tons in 
1949 (Jan.-Sept.), a level nearly suffi- 
cient to meet the domestic demands. 


Years Phosphate 
(Calendar Rock’ 

Year) Capacity Production Imported 
tons tons tons 

19ST io cteiaet 668,000 704,000 1,128,000. 

OES fopeooge 1,357,000 993,000 419,000 

1949 hostess 1,675,000 1,142,000 610,000 

(Jan.-Sept.) (Schld.) Schild.) 


Present Material Consumption per Ton of Ammonium Sulphate 
Electric Power Coal Coke 
Raw Motive Mate- Opera- 
Material Power Total rials tion Total 

KWH KWH KWH Kg Kg Kg Kg 
Electrolytic Process ...... 3,500 600 4,100 _ 160 160 _— 
Water Gago ent eines os * 700 700 = 800 800 900 
Winkler Process — 700 700 1,000 800 1,800 _ 
Coal Gas Process —_— 1,100 1,100 1,200 800 800 _ 


re ———————— 


Unlike the production of ammonium 
sulfate and calcium . cyanamide, the 
manufacture of superphosphate uses 
power and coal only as auxiliary mate- 
rials. So, viewed from the economiza- 
tion of materials, they are relatively 
minor items. What is most important 
is how to raise the degree of changing 
tricalcium phosphate contained in 
phosphate rock into soluble phosphoric 
acid in order to facilitate absorption 
into vegetation. 


Therefore, rationalization has only to 
be considered with respect to the quality 
of phosphate rock, pyrite and coal and 
oe prevention of draft of these mate- 
rials. 


4. POTASSIC FERTILIZER 


Before the war, compounds of potash 
were imported from Germany and 
other countries. After the stoppage of 
importation of these materials, the 
domestic production of this fertilizer 
dropped to between 2,000 and 4,000 
tons. As a result of great postwar ex- 
ertions to boost the production of 
domestic potassic materials, the output 
of potassic fertilizer in the 1948 fiscal 
year rose to 6,000 tons. 


On the other hand, the importation 
of potassic materials through the effort 
of GHQ marked 57,298 tons in 1946, 
63,358 tons in 1947 and 45,886 tons in 
1948, the import program for 1949 being 
estimated at 315,000 tons. Between 
January and April, 101,000 tons were 
already imported, including the quanti- 
ties for industrial use. 


From the standpoint of boosting food 
production, it is absolutely necessary 
to make over 50,000 tons of potassic 
fertilizer every year, Japan which has 
little import fund must concentrate her 
efforts on the production of this fer- 
alizer from domestic rescurces. 


5. NEW CHEMICAL FERTILIZERS 


The chemical fertilizers of Japan 
chiefly consist of ammonium sulfate, 
calcium cyanamide and superphosphate. 
Apart from calciunt cyanamide, the 
other two fertilizers greatly depend on 
sulphuric acid. Coupled with the com- 
pletion of rehabilitat.on and conversion 
of fertilizer factories, the postwar 
decrepitude of sulphuric acid equip- 
ment and the shortage of pyrite have 
brought up the question of producing 
fertilzer without sulphuric acid. 


On the other hand, this sort of in- 
dustry in foreign countries is shifting 
to the production of new varieties of 
fertilizers. This has given a great im- 
petus to the development of fertilizers 
of botk groups. 


(1) Uric Fertilizer of Floranid 


The uric fertilizer of Japan was first 
produced by the Sunakawa factory of 
the Toyo Koatsu K.K. In August, 1948 
a partial operation was commenced, and 
in March, 1949 1,500 T/Y equipment 
was cqmpleted. In May the production 
of 1,000 tons of urea was achieved. 


Due to the low level operation caused 
by the power restriction in Hokkaido 
where the above factory stands, the per 
ton cost of this fertilizer amounts to 
about Y70,000. If the operating effi- 
ciency rises to 80 per cent the product 
will have nearly the same price as am- 
monium sulfate. 


The future of the uric fertilizer in- 
dustry depends solely on the develop- 
ment of technology to change ammonia 
into urea. Since the Japanese scientific 
level in this matter is very low, it is 
most ardently desired to introduce 
American technology. 


(2) Ammonium Phosphate 


This fertilizer was once produced by 
the Chosen Chisso K.K. In recent 
years the Niigata factory of the Toyo 
Gosei K.K. drew up a plan to produce 
25,000 tons annually, before it was 
closed down. 


The great bottleneck in this indus- 
try, however, is a tremendous con- 
sumption of power. If the large scale 
exploitation of hydraulic power sources 
is carried out successfully in future this 
industry is a real possibility. The five 
year plan of economic rehabilitation 
comprises the production of 18,000 tons 
in the year of 1950. 


(3) Ammonium Sulphophosphate 


In the past, the Chosen Chisso K.K. 
and the Nissan Kagaku K.K. produced 
this fertilizer. At present the Toyama 
factory of the latter company is draft- 
mg a program to produce 20,600 tons 
«wnnually. According to this program, 
oa scheduled.to make 18,000 tons in 


(4) Triple Superphosphate 

In Japan this industry has just be- 
gun with the monthly production of 200 
tons at the Koriyama factory of the 
Nihon Kagaku K.K. The problem with 
this fertilizer, is a far larger consump- 
tion of power than superphosphate, the 
pr 3 power requirement being 3,080 


_If, however, the exploitation of 
hydraulic power sources is achieved 
this new product will be a very hope- 
ful phosphatic fertilizer, taking place 
of superphosphate. It will moreover 
cost less. 
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(5) Fused Phosphate 


After the war, an earnest effort was 
made to industrialize the production of 
this fertilizer. Attaching great impor- 
tance to its fertilizer effect, the govern- 
ment authorities tested the above pro- 
duct in this capacity at the National 
Agricultural Expermiental Station and 
other laboratories, 


Since they have come to the conclu- 
sion that fused phosphate has much the 
same effect on paddy field .as super- 
phosphate and is suited to reclaimed 
land, they are going to approve a trial 
production of 1,000 tons. The prospec- 
tive plants are the Koriyama factory of 
the Nihon Kagaku K.K. and the Omi 
factory of the Denki Kagaku K.K. The 
difficulty, however, lies in the con- 
sumption of 1,000 KWH per ton of the 
product. 


(6) Ammonium Chlorate 


Formerly the Chosen Chisso K.K. 
produced 5,650 tons annually by a com- 
bination of the Solvay process and the 
sodium carbonate process.’ At present 
the Kurosaki factorv of the Mitsubishi 
Kasei K.K., the Ube factory of the 
Sanyo Kagaku K.K. and the Shin 
Nihon Kagaku K.K. have a plan to an- 
nually produce 55,000 tons, 63,000 tons 
and 207,000 tons respectively. 


(7) Ammonium Phosphonitrate 


The Nobeoka factory of the Asahi 
Kasei K.K. is drawing up a plan of 
producing 28,000 tons of 20 per cent N 
annually (equivalent to 37,760 tons .of 
ammomum sulfate). Judging from ex- 
perience in the United States, the future 
ef this industry is assured. It is ex- 
pected that permission will be granted 
pefore long to make this product. 


(8) Ammonium Nitrate 


To cover the postwar unbalance be- 
tween the demand and the supply of 
nitrogenous fertilizers arising from the 
slack production for lack of materials, 
GHQ kindly imported 14,573 tons in 
February, 1947. In this year the im-- 
portation of this fertilizer totalled 242,- 
870 tons (equivalent to 388,592 tons of 
ammonium sulfate of 20 per cent N).. 
Further, in 1948 and in,January 1949, 
280,470 tons and 9,266 tons were im- 
ported respectively. In view of the 
subsidies and the balancing of the de- 
mand and supply of nitrogenous fer- 
tilizers, the importation for the 1949 
fiscal year is estimated at 343,000 tons.. 


Ammonium nitrate is considered un-- 
suitable for paddy fields due to the na- 
ture of absorbing moisture. But if the 
present shortage of sulphuric acid is. 
considered this fertilize deserves as 
much further study as other new pro- 
ducts in this field. If it is possible to 
raise the ammonia effect to the point 
of competing with ammonium sulfate, 
in respect of cost, this business will be 
firmly established as an industry. 


The point is.to improve the tech- 
nology. In this matter, too, American 
aid is much desired. 


~ permanent 
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HONGKONG ECONOMIC REPORTS 


Vital Statistics:—Births registered in 
August for Chinese 5310, non-Chinese 
34, a total of 5364. Monthly averages 
Yor Jan/June 1950, and for 1949: Chi- 
nese 4468 and 4511, non-Chinese 45 and 
53 respectively. 

Deaths registered for August 1556 
Chinese, 14 non-Chinese, a total 1570. 
Monthly averages for first semester 
1950 and year 1949; 1420 and 1345 
Chinese, and 14 and 13 non-Chinese re- 
spectively, 

In August the excess of births over 
deaths was 3794. The composition of 
the Colony’s population, on the basis of 
birth registration, would appear to be 
99% Chinese. 

Aliens:—By the end of August there 
were 1845 aliens registered here as 
} residents. This figure is 
fairly stable during recent months 
though against 1949 it has declined. 
Other aliens were 65 temporary visitors 
and 1851 so-called transit-short stay 
visitors. Many aliens under the last 
category are however bus*ness men 
who are desirous of staying in Hong- 
kong for a long period and, in fact, have 
stayed for many months or even years; 
still, the Immigration Authority, being 
anx-ous to see a relatively small alien 
(European) population, refuses to ad- 
mit such ‘iransit/short stay visitors’ 
with often much over one year’s re- 
sidence to their credit as ‘permanent 
residents’ or to introduce a new cate- 
gory of, say, non-resident aliens whose 
stay is allowed for a more generous 
period than is usually granted. 

Of the permanent residents, the Por- 
tuguese are the most numerous. with 
797 followed by Americans 219, Filipino 
124, Italian 109, stateless 90, Dutch 85, 
French 70, Peruvian 52, Mexican 41, 
Norwegian 31, Belgian 22, Danish 38, 
German'17, Swiss 28, Spanish 15, An- 
namite 13, Czechs 12, Panamanian 12, 
and others (counting each below 10 
nationals). 

There were 7 USSR permanent re- 
sidents in Hongkong and a further 26 
‘short-stayers’. 

Marriages:—In August 123 marriages 
were registered. Monthly averages‘ for 
Jan./June 1950 and years 1949, 1948 
and 1947: 171; 184; 280; and 187 respec- 
tively. 

Factories:— Factories which applied 
for registration in August totaled 41. 
Monthly averages of applications in 
Jan/June 1950 and the 3 preceding 
years were respectively 47; 36, 38; 38. 
Many applications were however can- 
celled or otherwise refused by the 
authorities. Actual issue of factories’ 
certificates in August and in Jan/June 
1950 and the 3 preceding years were 
as follow:—42; 33; 19; 24; and 43 re- 
spectively. 

Milk:—Local dairies produced 79,172 
gallons of fluid milk in August against 
averages for Jan/June 1950 and 
monthly averages for the 3 preceding 
years of 71,938; 63,076; 42,987 and 
32,544 gals. The expansion of milk 
production, resulting from both the 
increase in povulation and standard of 
living, has been remarkable. 


Cement:— August production totaled 
3760 metric tons, a _ relatively small 
figure reflecting saturation of building 
in Hongkong and larger sales of im- 
ported cement. Averages per month in 
Jan./June: this year and 2 preceding 
years 6136 t, 4889 t. and 4435 t. 

Electricityi—August production was 
25.7 million kw. hrs. Monthly averages 
for Jan./June this year and preceding 
three years, in million kw. hrs.: 22.6; 
18.1; 12.5; and 8.8. The steady expan- 
sion of the operations of the two 
power companies reflects the growth of 
industrial production in the Colony 
and the high degree of prosperity 
prevailing here. 

Gas:— The local gas works distribut- 
ed in August 38.8 million cubic feet of 
gas. Monthly averages for Jan./June 
this year and the preceding three years, 
in million cubic feet: 41.2; 32.7; 23.9; 
and 18.3. 
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Motor Vehicles:— In August a total 
of 8762 private motor cars were regis- 
tered here as well as 344 taxis, 288 
buses, 3154 lorries and vans, 1048 motor 
cycles. The number of military motor 
vehicles is not included; the figure is 
not known but presumed to be very 
large in view of the heavy motorisation 
of the local and ‘emergency’ garrison. 


Motor drivers’ licences (total post- 
war) issued as at the end of August: 
28,162. Learners’ licences: 29,581. 


Coal:— Local stocks in August total- 
ed 57,453 long tons, composed as fol- 
lows: 35,373 t bituminous lump, 9705 t 
bit. dust, 2152 anthracite dust, 8012 gas, 
2211 coke. Monthly averages for Jan./ 
June 1950 and 1949: 70,441 t and 64,807 
t respectively. 


..Wheat flour:-— Stocks in August 
totaled 8775 long tons. Monthly aver- 
ages for 1949 and 1948: 3921 and 3448 
t respectively. 


FINANCIAL REPORTS 


HONGKONG FREE MARKET 


Report for the week Sept. 26—30: 

GOLD:—Highest & lowest rates per 
.945 fine tael $301—273%, equiv. to 
rates per .99 fine tael and oz $315.33— 
286.52 and $262.05—238.11 resp. Cross- 
rates US$40% high, 37% low. 

Overseas buying prices US$38%4— 
3834 to which price have to be added 
about US$1% for freight, insurance and 
Macao import duty plus ‘squeeze,’ giv- 
ing the cif Macao price. Between 
Macao and Hongkong there prevails, 
due to the import embargo on bullion 
by Hongkong Govt.a premium of 
around US$1 per tael (this premium 
fluctuates in recent weeks; high was 
US$4, low 15 US cts.; at the close of 
last week the premium +disappeared 
altogether). 

Macao and Canton market rates per 
.99 fine tael $30634—285 and $305—287 
resp. On average, Macao prices of last 
week were HK$5 higher (per tael) than 
local prices. 

Overseas bullion centres quoted more 
or less like Hongkong towards the end 
of the week. Bombay remains the 
dearest market, due to import duty by 
Indian Govt and embargo on imports 
(currently imported gold is brought into 
the country by smugglers, a good deal 
of it reaching Bombay via Goa, the 
Portuguese colony) and quotes around 
452/- per fine oz which at average free 
market sterling/dollar cross equals US$ 
56%. Alexandria which is the pilot 
market for countries in the Levant 
quoted around 314/- per fine oz which 
at average free market cross equals 
US$39%. 


Highest & lowest rates per .945 fine tael 
and TT New York:— 


Gold USS 
Sept high low high low 
Gime kerstecsy $301 29834 641 640 
Ue 6 eerie 296%, 289% 638% 636 
PAD tse 28744 278%, 638% 636% 
OA Ae ei 283 275% 637% 636 
BO Reena 278% 273% 638 6351%4 


Last week’s break in the price was 
long expected but finally it came and 
with it many forced liquidations. The 
improvement in the international situa- 
tion, that is to say the victory of the UN 
forces in Korea with the consequent 
loss of face by the Soviets and the 
emergence of the US as the determined 
defender of the free world against any 
communist encroachment, has had its 
salutory effects on the local market. 
There are still jittery anticipations like 
Peking’s intervention in Korea once the 
UN forces enter North Korean territory, 
but sober observers. discount this and 
other communist bluffs. The shock suf- 
fered by the Soviets and its satellites 
is, for a long time to come, irreparable 
and a longer period of peace is now 
vouchsafed to us. 

Gold prices, being a .barometer for 
war or peace anticipations (the higher 
the sooner the outbreak of war is be- 
lieved near), have now come down and 
will stay there; however, as local stocks 
are heavy and there is no. outlet at 
current rates, local and Macao prices 
may have to drop until.they make ex- 
ports profitable. Pessimists here even 
predict declines everywhere until the 
US Treasury buying price of $35 ver 
fine oz has been reached. ; 

The currently held stocks in Hong- 
kong, largely originating from China 
refugees, are estimated at 24% million 
ozs of which quantity almost 500,000 
ozs are for immediate shipment. Macao 
hoards are not included in the above 
figure. There are still enormous gold 
stocks in China; after the end of world 
war II, as from-early 1946, China im- 
ported, officially, illicitly and via Hong- 
kong and Macao, a quantity far in ex- 
cess of 8 million ozs (Macao alone ac- 
counting, up to August 1949, for 5.1 
million ozs). The question of what will 
happen to this treasure has arisen fol- 
lowing the ‘clarification’ of the inter- 
national situation; those who gamble 
on peace may sell, employing proceeds 
in trade, industry or investments gen- 
erally. 
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HONGKONG SILVER TRADE IN AUGUST 
Silver (bars or ingots) Silver coins 
Imports Exports i Imports Exports 
Countries Quantity Value Quantity Value Countries Quantity Value Quant'ty Value 
Ounces $ Ounces $ Ounces $ Ounces $ 
United Kingdom ..... _— _ 208,682 693,646 United Kingdom ..... _ — 510,565 2,018,295 
caeed Middle . eriGe Bot me? FF China, South ......... _ — 327 1,601 
acao =...... B 4 _ _ Ts pa 

Thailand — aes 14,133 53,500 Macao .....--+++-++++ 5,896 18,600 

PPO CAA GS oii sis ciciciehe 74,100 291,089 222,815 747,146 "T OGG) rr aiaan tar 5,896 18,600 510,892 2,019,356 


Before the communist aggression in 
Korea started local prices were around 
$260 ver tael or a cross of US$36% per 
.99 fine oz. A return of these prices 
appears likely. 

Forward contracts entered into total- 
ed 248,000 taels (daily average 49,600); 
average daily position 166,000 taels. 
‘Cash bars: 49.500 taels (of which 38,490 
inside the Exchange). Of total amount 
sold 42,800 taels changed hands among 
interest hedgers, 6700 taels were ex- 
ported (to India 2500, to Bangkok 3000, 
to Singapore 1200). There was no orna- 
mental demand. Differences paid for 
export bars (.99 fine) on top of price 
for .945 fine bars from $13.90—14 (cer- 
tified) and $8.60—9.70 (uncertified). 

Imports: 6500 taels from Macao and 
1800 taels from Taiwan. 

Forward interest 39 cts. per tael per 
day (=7% p.a.). 

SILVER:—Prices per 
$4.87—4.90, dollar coin 
twenty cents coins 2.37. 
143,000 taels. Higher Indian _ prices 
steadied the local market. Imports 
from China negligible, exporters here 
anxious to buy up stocks. 

Exports in August 1950: 222,815 ozs 
valued at $747,146 in bars, and 510,892 
ozs valued $2,019,356 in coins. Exports 
were shipped to U.K. (208,682 ozs in 
bars and 510,565 ozs in coins), to South 
pee (327 ozs) and to Thailand (14,133 
-0ZS). 

Imports in August: 74,100 ozs valued 
at $291,089 in bars and 5896 ozs valued 
$18,600 in coins. Imports came. from 
Middle China (7000 ozs), and Macao 


.99 fine tael 
3.05—3.11, 
Total sales 


(67,100 ozs in bars, and 5896 ozs_ in 
coins). 
US$:—Highest & lowest rates per 


US$100, in HK$:—notes 637144—629%4, 
DD 639%—634, TT 641—635%4, equiv. 
to crosses US$2.496—2.518. Sales: US$ 
1,045,000 (of which 480,000 in TT). 

Reports about the strength of the 
sterling area’s gold and dollar reserves 
ient credence to predictions of a revi- 
sion of the present official crossrate 
from 2.80 to 3. It will however take 
a long time until the UK Treasury will 
decide on this step. If it comes the 
prestige of sterling will be raised and 
the position of London as world banker 
may be restored. 

Local demand and supply are well 
balanced but there is a somewhat easy. 
undertone. ‘ 

Banknotes and Drafts Market:—Jap- 
anese yen notes declined from previous 
week’s high by about 10 points, quoting 
last week $155—158 per 10,000 yen or 
64% yen per one HK$; this rate cor- 
responds to a cross of 410 yen per US$1 
which is about 14% above the yen- 
dollar parity of 360 yen. Though the 
yen is considered sound there are strong 
demands vut forward by Japanese 


manufacturers for a devaluation of the 
yen to, say, 500 yen per US$, the reason 
given for this demand having to do 
with export promotion. SCAP may 
favorably consider this demand but, it 
is presumed, will not allow any drastic 
devaluation. 

Philippine pesos were weak and the 
rate dropped to $2.1342—2.16 per peso. 
Manila exchange control is limiting al- 
locations to importers while tightening 
measures to enforce surrender of ex- 
porters’ proceeds. Devaluation of the 
peso is believed inevitable even with 
US financial support. 

Macao pataca rates have remained 
stable at par with HK$ (official rate 
also quoting HK$ at par with Macao). 
London quotes Lisbon at 80.35—80.65 
escudos which, at official rate in Macao 
of 5.50 escudos per one pataca, would 
approximate 14.60 patacas per £. The 
HK$ parity is however 16 per £. 

Bank note rates, in HK$ per 1 for- 
eign currency unit:—London 15.70— 
15.78, Australia 12.60—12.63, Canada 
5.68—5.72, Malaya 1.744%—1.75, India 
1.10—1.11%, Burma .83%, Ceylon .94, 
Indochina .124—.129, Thailand  .268. 
Indonesian currency (rupiah) is still 
nominally quoted, around $28—30 per 
100; old guilder notes quoted $2.50—2.80 
per 100. 

Chinese Exchange:—Local market 
quoted DD Canton $193—196 per one 
million People’s Bank yuan (or PB$ 
5102—5181 per HK$, that is a premium 
of about 8%4% above official rate, thus 
showing that depreciation of Chinese 
currency has settled down). Bank notes 
sold at $197—-202 for one million. 

Current official exchange rates in 
China (bank’s selling and buying rates 
respectively; in PB$ per one foreign 
currency unit):—New York 31,320— 
31,000, Hongkong 4790—4750, London 
78,990—78,210, Australia 63,440—62,810, 
Malaya 8680—8600, Canada 27,770— 
27,490, India 5890—5830, Pakistan 8430 
—8350, Burma 4790—4750, Switzerland 
6470—6410. Hongkong and US notes 
remained officially unchanged at PB$ 
4660 and 29.400 respectively. 

In Shanghai black market rates for 
US notes were strong and up to PB$ 
40,000 were paid. Increased demand 
for US exchange was coming to the 
fore, a result less of lack of faith in the 
stability of the economy of China but 
of faith in the strength of the US—the 
Korean war has proved this beyond any 
doubt. If the Peking threat of inter- 
vention in the Korean war should be 
taken seriously, as obviously it is not, 
the black markets everywhere in China 
would show what the people think of 
such foolishness — rates for US$ would 
skyrocket. 

Local business with Canton: in PB$ 
at rates as above totalled over seven 


billions of Chinese money; in HK$ at 


rates HK$ 98.80—99 totalled $545,000. 
Rates on Shanghai, gold 92—93, US$ 
92%4—93 per 100 in Shanghai. 
Taiwan: local price for New Taiwan 
yen was HK$ 0.55; rates for gold and 
US$ transfers 81—82 and 914%4—92% 
respectively. 


US$ & £ Developments 


In New York ,were recently witnessed 
speculative muvements aga.nst the dollar 
but its firmness has not been impaired. The 
present position is reviewed as iollows by 
Guenter Reimann, one of the _ leading 
excnange experts in New York:— 

Speculation against the Amer.can dollar 
will probably backfire. Some currencies 
may gain new strength in terms of the 
dollar and appreciate. But sucn changes 
will refiect special situations and not a 
general weakening of the American dollar. 
In tae immediate future tae American 
dollar will probably win back some of the 
ground it lost in recent montas. Tnis applies 
especially to the _ relationsaip between 
British sterling and dollar. Br.tish sterling 
has been made to appear much stronger 
than it really is. 

A special campaign against dollar inflation 
now Starting will lead to a number of re- 
strictions. Prices will not be rolled back to 
levels held before the war in Korea. But 
it is unlikely that the trend of the last few 
months will continue. 

Large-scale private inventories and finan- 
cial engagements make excessive stock 
positions vulnerable, especially in view of 
the false speculation that Korea would im- 
mediately lead to all-out war. Whatever 
tae outcome of the struggle between the 
Treasury and the Federal Reserve, a tight- 
ening of private credit policies will take 
place. Efforts to curtail stockpiling and to 
force at least partial liquidation ‘of private 
inventories will have some effect.’ It will 
not be too difficult to attack the nvos‘tion of 
those speculative circles who thought that 
all-out war or war economy was an issue 
of today or tomorrow. 

Spending for armaments will certainly be 
increased. But we shall also have numerous 
“peace rumors” and promises for peaceful 
settlements of issues which seemed to be 
unsolvable a short time ago. The new hopes 
and promises may also turn out to be illu- 
sions. But they will have a temporary effect 
on the market. A decline of dollar prices 
will again result in greater dollar competi- 
tion. The outflow of dollar funds may be 
halted—at least temporarily. This movement 
may easily coincide with a weakening of 
several soft currencies—especially of the 
French franc. 

On the position of sterling in free 
markets, Mr. Reimann writes as 
follows:— 

The downward trend of rates for Trans- 
ferable Account sterling continues. This 
development again becomes of great prac- 
tical interest to commodity dealers and to 
all foreign traders. T. A. sterling has re- 
cently declined to levels where ‘t can be 
obtained at a discount of 7 to 8%. A dis- 
eount of 10% may soon be reached. The 
Bank of England .may not object to such a 
development. It would help t> roverse the 
shift of foreign financing of trsde from 
London to Amsterdam, the extensive use 
of Egypt’s export pound, the new comnpeti- 
tion of Paris and the rise of otner competi- 
tive centers. 

Transshipments are again nossihle for a 
number of commodities.. But this may be 
onlv a beginning. Other uses of T. A. 
sterling become possible too. A_ further 
weakening of T. A. sterling should be ex- 
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pected. Large amounts of it will probably 
enter the market soon. E.P.U. countries in 
Europe which had only bilateral sterling 
agreements with Great Britain will probab- 
ly join the T. A. sterling group. Taus its 
use w-ll be widened. Then high-priced T. A. 
sterling may be made available at lower 
rates, The following E.P.U. countries will 
join the T. A. sterling group if current 
plans succeed: Belgium, France, Germany. 
Other T. A. ir | countries are: Holland, 
Italy, Norway, weden, Egypt, Chile, 
Czechoslovakia, Ethiopia, Finland, Iran, 
Poland, Siam, U.S.S.R. 

The new switch rates for non-residential 
sterling in New York (for non-American 
owned Steyling securities) apply only to 
registered stocks and bearer securities de- 
posited ‘in the U.K. H-.gher prices will be 
paid for registered stocks and _ bearer 
securities circulating outside the Sterling 
area. British residents wll be permitted to 
purchase only the following types of foreign 
bonds: Chilean sterling bonds and Brazilian 
bonds (with an estimated life of over 10 
years). But exceptions will be possible to 
these rules. 

It seems that the new combination of free 
and controlled and ,semi-controlled foreign 
exchange opens up more opportunities for 
foreign traders than ever existed during the 
last war. Tte adherents of national controls 
in Europe and elsewhere have a secret 
weapon they c2n and wll use—the free 
market. It wll be esovecially difficult for 
Amer‘can policy makers to curb the use of 
this weapon. . 


HONGKONG SMALL CHANGE 
SHORTAGE 


Last year the “Far Eastern Economic 
Review” under date of November 24 
(issue No. 21, page 668) commented 
upon the dsappearance of the new 
metal 5 and 10 cenit coins from circu- 
lation in Hongkong and as an explana- 
tion it was suggested that this might be 
due to the well-known habit of Asian 
peoples to hoard metal coinage in times 
of trouble. The coins, however, do not 
seem to have made much of a come- 
back since then, so presumably they are 
still being hoarded. An unpleasant 
aspect of the situation is that the filthy 
five and ten cent notes they were in- 
tended in time to suversede continue to 
reign supreme, as every time the new 
coinage makes its appearance with 
great rapidity it vanishes from the 
scene. 


This year the “disappearing trick” 
has again become noticeable, but now in 
an even more acute form, until at the 
end of ‘ast month it was most difficult 
to procure srhall change from the shops, 
and money changers were charging a 
premium in some instances of as much 
as 15%. The shortage, however, differ- 
ed from that of 1949 in that it not only 
involved metal co'ns but currency notes 
of small denominations. (one, five and 
ten cen‘s) were also concerned. Hoard- 


ing was obviously taking place; but it © 


was too early for the usual collection 
of small change to start in preparation 
for the monetary gifts usually made at 
New Year. The export on any con- 
siderab'e scale of subsidiary coinage 
into China was also. discounted by 
those in the know. Consequently the 
the spotlight focussed upon the money 
changers as the guilty parties, and 
Government stepped in to put a stop to 
the accumulation of small change with 
a view to making a profit out of its sale. 


Under the Emergency Regulations 
Ordinance 1922 an order by the Gover- 
nor-in-Council has made it an offence 
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for any person to possess small coins in 
excess of reasonable requirements, hav- 
ing regard to the nature of his employ- 
ment or to the nature of the business 
he conducts, and for any pverson:to ex- 
port from the Colony small change in 
excess of $2 in value; upon summary 
conv-ction of such offences a fine of 
$500 may be imposed and provision is 
made that the small change in respect 
of which conviction of an cffence has 
been recorded, shall be forfeit to the 
Crown. It is also made an offence 
pun‘shable on summary conviction with 
a similar fine for any person other than 
a licensed money changer to demand or 
receive any premium for the giving of 
small change. 


Licensed money changers are exclud- 
ed from this last provision, as under the 
Miscellaneous Licence Ordinance of 
1933 the maximum premium at which 
a money changer may exchange Hong- 
kong currency of any denomination for 
HK currency of any other denomina- 
tion is prescribed as: 1 cent coins or 
‘notes, % of 1%; 5 cent or 10 cent coins 
or notes, 1%. 


Already as a result of their newly 
acquired powers, the police have raided 
a native bank and have found it to be 
in vossession of small change to the 
extent of over $1,600 in 5 and 10 cent 
pieces, 


Hongkong Stock Exchange 


After a week of brisk conditions, the 
market closed last week on its best 
level. Overseas money for investment 
and large local buying orders improved 
prices all round. Profit taking was 
eagerly absorbed and fresh buyers were 
in evidence for most stocks. The under- 
tone is Bullish. 


The temporary suspension of after- 
noon sessions in force from 24th July, 
ceased and morning and afternoon trad- 
ing will be resumed as from Monday, 
2nd October, 1950. 


Business reported during the week 
-$2,138,478. Business reports for’ 3rd 
Quarter 1949 $15,395,064. 


Business done during the week:— 


Closing rate Sales 
H.K. Bank 102 
Canton Insurance 240 55 
Union Insurance .. 680 10 
China Underwriters 3 1,500 
H.K. Fire Insurance 135 45 
Asia Navigation .... 0.80 4,000 
Wharves! cienicceertsccsiee 82 1,000 
Noith Point Wharves .. 434 5,700 
EES DOCKS een ais aicinieie-s 1614 1,800 
C. Providents .. 12 6,099 
Shanghai Docks 34 3,909 
Wheeléck Marden 2445 400 
B.K. & S. Hotels 8.40 33,400 
Ro andaieeeeesn.- 40 7 
H.K. Tramways 1314 10,550 
Star Perry. ....:...... 71 100 
China Lights (O) 134 9,650 
do (N) 934 11,533 
HK. Electrics .. 2814 19,128 
Telephones 111, 2,970 
Telephones Rts 0. 7,700 
Cements 111 5,350 
Ropes. 1334 1,215 
Dairy Farms . 15 18,669 
Dairy Farms Rts. 5 17,979 
Watson sacicscenies 27 6,400 
Ewo) Cotton) |. .Ga-cieces oe 3.30 2,600 
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Singapore Stock Market 


There was increased activity in 
Malayan markets and in the 4% days 
under review a substantial volume of. 
business was maintained. Appreciation 
in all sections, save Loans, came in the 
train of United Nations successes in 
Korea .and was furthur contributed to 
by the numerous rubber dividend an- 
nouncements and the increased’ final 
distribution recommended for Malayan 
Breweries. 


Rubber shares were unaffected by the 
Press report that the Federation Gov- 
ernment was considering increased rates 
of export duty on rubber. It was sug- 
gested that, in place of the existing rate 
of 5% ad valorem, a sliding scale would 
be imposed providing for a very much 
greater Government impost ‘at the 
higher levels now prevailing. Members 
of the rubber export trade protest that 
such drastic addition to the existing 
duty could only be imposed equitably 
after minimum notice of one year. It 
was pointed out that substantial quanti- 
ties of rubber had now been sold for 
delivery as far ahead as July 1951 on 
i.o.b. terms with export duty for ac- 
count of the merchant shipper or pro- 
ducer. These transactions have as their 
base the existing rate of duty and any 
sudden drastic alteration as suggested 
would undoubtedly cause wide confu- 
sion throughout the country and failures 


in the trade. 


On ‘several recent occasions we have 
asked why of all world commodities 
rubber alone should be expected to: 
command little more than its pre-war 
price. Nowhere has this proposition 
been so succinctly answered as by that 
doughty champion of Malayan interests, 
Sir John Hay, who said at the meeting 
of Lambak Rubber Limited:—“The 


‘rubber-producing industry, long accus- 


tomed to a very modest and precarious 
margin of profit and chastened by war’s 
misfortunes, would have welcomed in 
the post-war period any practical pro- 
posal for the stabilisation of the price 
of its commodity at a reasonably pro- 
fitable level. Unfortunately, that op- 
portunity was not grasped and there 
has been forfeited the benefits which 
would have accrued from such a policy, 
to the consumer and to the producer: 
as well as to the economy of the dis- 
turbed areas of South East Asia from 
which the main supplies of natural 
rubber are drawn. Meantime, rubber 
producers experience an unwonted 
prosperity. the chief beneficiaries of 
which are the taxing authorities and 
the dollar pool, to which the industry 
is now making an outstanding contri- 
bution. In the latter context, however, 
it is important to bear: in mind that 
even at prevailing prices in terms of 
cotton, tobacco, wheat and maize. all 
of which have to be bought in dollars, 
the purchasing power of rubber is still 
less than it was in 1939.” 


In the Industrial section practically 
all prices registered improvement. Dol- 
lar Tins and Australians began to move, 
albeit somewha: belatedly, in symvathy 
with rises in Sterling tins. Rubber: 
shares responded to numerous interim: 
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COMMERCIAL REPORTS 


‘Official Exchange for Imports, China 


Allocations of foreign exchange at 
official rates are now made by the 
South China Foreign Trade Bureau for 
the importation of 16 different varieties 
of foreign goods used by factories. 
These include paper, fertilizers, kero- 
ssene, gasoline, crude oil and paraffin 
wax, which are classified as “goods 
essential to production.” No foreign 
exchange is allocated for products not 
included in this list, the strict import 
control over other items being still 
maintained. 


Japanese Shipping Revival 


Japanese merchant ships are expect- 
ed shortly to resume sailings to Hong- 
kong, as it is learned that permission 
from SCAP will be granted to Japanese 
ships to ply between Japan and Pacific 
and Indian ports. 

Messrs. Jardine, Matheson & Co. 
have been appointed by the Nippon 
Yusen Kaisha to act as their agents for 
Hongkong when its shipping services 
are restored, while Messrs. Mackinnon, 
Mackenzie & Co. will act as their 
agents for India. 


Tinned Milk Shortage, Hongkong 


The current shortage of condensed 
milk and milk powder will be greatly 
relieved with the expected arrival of 
20,000 cases of condensed milk during 
October. The first shipment of 3,000 
cases should arrive about the middle of 
the month while the remainder will be 
due about a fortnight later. 


dividend declarations, showing rises 
chiefly in low-priced stocks. Loans 
were a quiet market with buyers wait- 
ing for short-term taxables, while 
longer maturities went unwanted. 


% Yield 
based on 
Buyers Sellers last year’s 
(M$) (M $) dividend 
Alexandra 

Brickworks Ltd. 1.871, 1,95 10.3 
Lritish-Borneo 

Petroleum 

Syndicate Ltd. 32/6 33/6 2.5 
(Sterling denomination) 

Consolidated Tin 

Smelters 16/9 17/6 9.1 
(Sterling denomination) 

Eastern United Assce. 

Corpn. Ltd. 37.50 38.50 44 
Fraser & Neave Ltd. 3.10 3.15 76 
Gammon (Malaya) 

Ltd. 2.05 2.15 14.0 
H.K. & Shanghai 

Bkg. Corpn. 650.00 680.00 6.3 
Malayan Breweries 

Ltd. 5.00 5.10 1.3 
McAlister & Co. Ltd. 36.75 37.25 8.1 
Overseas Assce. 

Corpn. Ltd. 10.75 11.25 2.7 
Oversea Chinese 

Bkg. Corpn. Ltd. 61.50 62.50 6.7 
Raffies Hotel Ltd. 2.45 2.55 78 
Singapore Cold 

Storage Co. Ltd. 4.40 4.60 6.5 
South British Insce. 

Co. Ltd. 38.50 40.50 26 
Straits Steamship 

Co. Ltd. 16.25 16.75 6.0 
Union Insce. Society 

of Canton Ltd. 340.00 355.00 3.9 


At present, condensed milk is most 
difficult to purchase in the market, 
while the prices of certain brands of 
powdered milk have increased con- 
siderably, in some cases showing a rise 
of more than 50% as compared with 
quotations ruling prior to the Korean 
conflict. 


Arrivals of China Produce 


The Mid-Autumn Festival was named 
as the cause of a decrease in arrivals 
of China produce last week. Com- 
pared with the week before, cassia 
lignea shipments recorded a reduction 
of more than 1,000 packages, tea a 
reduction of some 2,700 chests, and 
tung oil a reduction of more than 1,000 
drums. For the first time in many 
weeks, a shipment of mineral ores was 
unloaded. 

The following is a list of arrivals 
showing quantities: 


5,468 packages 


Teaw Clea eee 3,289 chests 
Tune VOuse see ee 3,256 drums 
Hemp and Ramie ... 2,192 packages 
Raw Silk, Silk Waste 817 By 
Fresh Eggs ........ 815 ns 
Rapeseed Oil ....... 563 “ 
Téaseed OW asec 286 én 
Neatherss 6 smectic 236 AS 
Hid@s? Oxo e Sati vcteainiaces 162 5 
Hog Bristles) vic... os 100 ss 
Mineral Ores ....... 100 ES 
Casings are ree 10 Es 
Aniseed Star ....... 8 s 
Aniseed Oil ........ 5 ; 
CRSSIASON ve ccce cueas 3 a 


Taiwan Sugar Shipments 

The Taiwan authorities have decided 
to export 50,000 tons of sugar in 
October, of which 20,000 tons will be 
shipped to Japan, 10,000 tons to Italy 


and 20,000 tons to Hongkong. 

Meanwhile, the sugar shortage in 
Hongkong has somewhat eased with the 
distribution of supplies by Government 
for public retail sale. When the new 
shipments from Taiwan are received, 
the situation is expected to show 
further improvement. 


Trade with Indochina 


Hongkong’s trade with Indochina has 
in common with that of most other 
countries shown an upward trend 
during the past eight months, especially 
in the last two months when a burst 
of activity led to imports into the 
Colony of $6.68 million for July and 
$5.79 m. for August as compared with 
the monthly average for the Jan.-June 
period of $1.8 m. and that for Jan.- 
Aug. 1949 of $1.79 m. Exports also 
increased, although not to the ‘same 
extent, in fact July $1.56 m. showed a 
decline against the Jan.-June average 
of $1.96 m. per month and the 1949 
Jan.-August average of $2.08 m., but 
August exports rose to $3.10 m., which 
was well above the average. 
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Whereas for the eight months of the 
year imports in 1950 which amounted to 
$23.32 m. showed a gain of 62.4% over 
the same period in 1949 valued at 
$14.36 m., exports to Indochina which 
totalled $16.45 m. increased by only 
9.8% over 1949 $14.99 m., consequently 
the surplus of exports over imports 
amounting to $621,466 in 1949 was this 
year turned into an excess of imports 
from Indochina valued at $6.87 m. 

Import controls in Indochina are very 
strict and traders wishing to import 
goods from Hongkong can only do so 
if they have first made exports to the 
Colony and have thereby secured the 
requisite foreign exchange with which 
to finance their imports. 


Trade between HK and Indochina 


Imports Exports 
$ $ 

1950 (million) (million) 
January. Aes... <8 1.43 1.25 
February 2:22... 2.21 1.28 
March.” cient. secre 2.37 1.32 
April stan. seer 1.68 2.98 
Mayoe...Aee ates 1.93 2.56 
PUNE © ates deciles 1.23 2.40 
SUV: extashetaraeeterote 6.68 1.56 
August 7.4.22 5.79 3.10 
23.32 16.45 


New Burma Textile Plant 


Machinery valued at more than USS. 
$1,800,000 -has been purchased from 
United States manufacturers for in- 
stallation in the new Gcovernment- 
owned spinning and weaving mill now 
under construction in the suburbs of 
Rangoon. The plant is expected to be 
ready for operation by the end of 
1950, and it is said to be the first 
material accomplishment under 
Burma’s Two-Year Plan for Economic 
Development. Plans for the mill were 
drawn by an American engineering 
firm. In addition to the American 
machinery, 200 looms were bought 
from Japan under the Burma-Japanese 
trade agreement for 1949. 

The plant is fitted with the latest 
mechanical devices, including humidity 
control, a monorail system, individual 
electric motor drives, and an automatic 
fire-control system. The machinery 
ordered is designed to produce varn 
from 12s to 24s. Inasmuch as the bulk 
of the yarn imported by local weavers 
is 10%s to 24s, the manufacture of 
yarn up to 24s will insure en adequate 
local market for the product and pro- 
portionately reduve Burma’s depen- 
dence on imported yarn. 

The 20,000 spindles sre exnected to 
spin a total of 2,700,000 pounds of 
cotton ‘yarn a year on a single 8-hour 
shift basis. - Present plans call for 
selling 2,000,000 pounds of the yarn to 
domestic hand weavers and using the 
remainder for weaving on the mill’s 
200 looms at the rate of 1% pounds of 
yarn for every yard of cloth produced. 

The mill is expected to produce 7 
percent of all the cloth used in Burma. 
The amount can be increased by doub- 
ling the size of the mill and increasing 
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the number of shifts. The Government 
is considering a proposal for construct- 
ing 16 similar plants in various parts 
of the country. 


Philippine Trade and Balance of 
Payments 


The trade deficit of the Philippines 
in the first six months of 1950 was 
P322 million (US$161 million) _ less 
than in the first half of 1949, and the 
total value of trade declined. Imports 
decreased from P623 million (US$312 
million) to P288 million (US$144 
million), and exports dropped from 
P272 million (US$136 million) to P259 
million (US$129 million). 

Import controls have brought about 
a marked change in the commodity 
composition of imports. Consumption 
goods constituted 48 per cent of all 
imports in the first three months of 
1950, against 66 per cent in the first 
three months of 1949, and the share of 
capital goods and raw materials cor- 
respondingly increased from 33 per 
cent to 52 per cent. 

Balance of payments figures for the 
first quarter of 1950 show a small sur- 
plus of P17 million on current account. 
and a net increase in foreign assets. 
The trade deficit dropped to P58 
million, against P206 million last year. 
U.S. Government disbursements, which 
continued to be of paramount impor- 
tance in financing the trade deficit and 
other current deficits, declined to P105 
million (US$53 million), from P1168 
million (US$84 million) in the first 
quarter of 1949 and P146. million 
(US$73 million) in the last quarter of 
1949, 


Indochina Rice & Flour 

‘There is no official figure as to the 
amount of land planted to rice in In- 
dochina ; however, it is estimated that 
about 4,500,000 hectares (1 hectare= 
2.471 acres) are devoted to rice, about 
the same as in 1949. Estimated pro- 
duction in 1949 was 5,900,000 metric 
tons of paddy, and the 1950 produc- 
tion probably will be 5,500,000 to 
6,000,000 tons. 
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Exports of rice from Indochina ix 
1949 totaled 154,161 metric tons, « 
decrease of about 33 percent from the 
232,905 tons exported in 1948. Of the 
154,161 tons exported in 1949, 27,308 
tons were cargo rice, 57,907 tons white 
rice (of the white rice exports, 21,279 
tons went to France, 27,661 to French 
Overseas Territories, 496 to Hong 
Kong, 544 to India, 6,743 to Singapore 
and Malaya), 17,864 tons Broken rice, 
Nos. 1 and 2, and 51,082 tons “ other 
derivatives of rice.” 


Exports of rice from Indochina in 


1939 amounted to 1,673,000 metric 
tons. 
The trade does not anticipate any 


sizable increase in rice exports untii 
conditions in the country return te 
more nearly normal. 

No flour is produced in Indochina 
Imports in 1949 totaled 15,431 metric 
tons, as compared with 7,325 tons in 


1948. The increase in flow imports 
made it possible to abolish bread 
vationing in 1949. Flour stocks are 
adequate. — 


Prohibited Exports of Tinplates 
Under an Order made by the Direc- 
tor of Commerce & Industry on Sep- 
tember 25, the Schedule to the Pro- 
hibited Exports Order, 1946, published 
as Government Notification No. A 89 
in the Hongkong Government Gazette 
of May 5, 1950, has been amended as 
follows: the item “Tinplates, primes 
and unassorted, manufactured in the 
United Kingdom,” is deleted and re- 
placed by: 
Tinplates, all kinds, 
Black Plates, all kinds. 


The prohibition on exports of Tin- 
plates and Black Plates was enforced 
on account of the urgent need for such 
materials existing in local industries 
such as electric torch case manufac- 
turers. 


Indian !mportations 

The Indian Ministry of Commerce 
has announced that the free import of 
certain raw materials and certain goods 
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required tor maintaining essential 
supplies in that country will be per- 
mitted, provided they are shipped on or 
before December 31, 1950. 


An Open General Licence No. 20 has 
been issued, consisting of two schedules: 
Schedule A covers specified’ importa- 
tions from “any country in the world 
except South Africa; while Schedule B 
contains a list of goods the importation 
of which is permitted freely from soft 
currency countries only. 


The principal items covered by the 
O.G.L. are: 


Schedule A:—Certain specified non-ferrous 
inetals. ball and roller bearings, graphite and 
carborundum crucibles, text.le chemicals, 
whole milk powder for infant feeding and 
milk foods for infants, tallow, coconut oil, 
penicillin, chloromycetin and insulin, fire 
bricks, mercury, hand sewing needles and 
sewing machine needles, X ray films, sulphur, 
wood pulp, newsprint, electro-medical ap- 
paratus, scientific and surgical instruments. 


Schedule B:—Iron or steel electrodes, alu- 
minium cireles, conveyor belting, wattle 
bark and other barks for tanning and dyeing 
and tanning substances, stearine, cinemato- 
graph films not exposed, streptomycin, cork 
manufactures, free wheels, chains, spokes 
nipples and lugs for cycles, explosive and 
cigarette paper. 


India’s Trade 


India’s foreign trade for the year 
April 1949 to March 1950 reached an 
all-time record of Rs.1033.54 crores, 
exceeding the amount for 1948-49 of 
Rs.947.55 crores by Rs.86 crores, 
according to figures issued by the 
Indian Government. (Rs.15 equal £; 
Rs.1.20 equal HK$. Crore is 10 million 
or 100 lakhs; lakh equals 100,000). 
Exports of Indian merchandise totalled 
Rs.460.36 crores or an improvement of 
13% over 1948-49 Rs.416.03 crores and 
re-exports to Rs.13.16 crores, making a 
total of Rs.473.46 crores; imports were 
valued at Rs.560.02 crores, or an 
increase of 6.2% over the previous 
year’s total of Rs.527.23 crores. 


Following are some comments on a 
few outstanding items concerned in 
India’s trade with the Far East during 
1949-50. 
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Exports of Raw Cotton declined in 
the period under review from 76,080 
tons in 1948-49 to 55.546 toms and in 
value from Rs.14.00 crores to Rs-11.19 
crores. Exports to Japan took first 
place amounting to 17,438 tons as com- 
pared with 13,966 tons in 1948-49. 
China from second place in 1948-49 
with 12,511 tons dropped to only 1700 
tons. 


Exports of Sacking Gunny Bags de- 
clined in quantity from 420.73 million 
Ibs. to 401.45 million, but the value 
increased from Rs.56.24 crores. to 
Rs.69.92 crores. Burma took 27.49 mil- 
lion lbs. (1948-49 23.06 m. lbs.) and 
Hongkong 25.51 m. lbs. compared with 
only 9.48 m. lbs. in 1948-49. 


As regards imports, Raw Silk which 
fell from Rs.1.71 crores to Rs.21 lakhs, 
was supplied principally by China and 
Hongkong with Rs.4.5 lakhs and Rs.3.6 
lakhs respectively. Cassia was mainly 
imported from Hongkong with an 
amount of 43.536: cwts. out of a total 
of 47,598 cwts. 


Total exports to Hongkong showed 
an improvement of 322%, the value 
rising from Rs.3.13 crores to Rs.13.21 
crores; imports, however, only showed 
a slight increase from Rs.2.49 crores to 
Rs.2.67 crores. 


Exports to Malaya showed an equally 
striking rise of 233%, from Rs.5.09 
crores to Rs.16.98 crores; imports in- 
creased from Rs.9.99 crores to Rs.13.64 
crores or by 36.6%. 


Exports to Japan increased only 
mo7evately from Rs.4.59 crores. to 
Rs.6.12 crores; imports, however, rose 
by 26% from Rs.6.37 crores to Rs.21.41 
crores. 


To China, exports fell considerably 
being valued at Rs.2.34 crores against 
Rs.5.57 crores; while exports fell from 
Rs.1.20 crores to Rs.51 lakhs. Exports 
to Macao amounted to Rs.20 lakhs, 
compared with none for 1948-49; no 
imports were recorded. 


HONGKONG IMPORTS OF COTTON 
PIECE GOODS 


Monthly 
Average August, 
Jan.-June 1950 
1950 
Yds. Yds. 
United Kingdom ....... 726,912 237,592 
Austresbal cso .2e dere 16U _ 
Ceylon Siete, otarnimtefae erepeyataye 1,000 — 
NEAT AYA Mela arere afelbiasstecsis a ais 1,362,966 2,709,309 
Britisa East Africa .... _ 1,576,668 
British North Borneo .. 355 _ 
MIVA piss ceysttievaiersiws: avureie ore — 
China, North 1,393,421 
a M'ddle _ 
South 1,305,620 
Central America amen 
Czechoslovakia 5,435 


Belgium 
Francs 
Germany 
Holland 


425,550 
2,000 pe 


11,332,287 


Total 


FAR EASTERN ECONOMIC REVIEW 


ne ee UU UU UII NE nS UIE SEnEnDSEEESEEEESSEEEE EERE 


EXPORTS OF COTTON & RAYON 
PIECE GOODS FROM HONGKONG 


Monthly 
COTTON PIECE Average August, 
GOODS Jan,-June 1950 
1950 
Yds. Yds. 
United Kingdom ....... 194,862 390,045 
Australia... 236,060 28,106 
Canada 133 _ 
Céyion, 2 547 — 
Malaya (British) 1,837,050 5,762,805 
New Zealand .......... 2,133 _— 
British East Africa .... 11,829 37,942 
British West Africa .... 20,893 119,400 
British South Africa .. 50,557 406,677 
British North Borneo .. 93,214 188,805 
British West Indies .... 89,087 138,611 
British Commonwealth 
of Nations, Other ... 34,821 36,250 
Burma a6. — 89,868 
China, North . 1,267 18,500 
& Middle 1,641,449 2,338,754 
re South 1,099 §26 1A 
Denmark 6....5 5 ssaseane 31,207 46,000 © 
#r.oncen indochina ...... 1,000 170,460 
HIGUANG | Pik cis sa seats eile —_— 136,00¢ 
EPA or acteistsiecel st tereiiente ot 14,246 19,200 
Korea, North .......... 273,467 — 
sy SOUth OT, arses 517 _ 
DEACAO “ aiaeldiscutniers etiale sre 607,770 200,797 
Oman ye Fcc cases ea: — 
Pakistan” kin 109,000 4,807,940 
Philippines. ..... 623,127 3,377,183 
Port E. Africa 367 7,000 
South America 118 — 
Sweden? 7ise, ohh 35,100 4,700 
TRAM ANG. 6 6s <js'sic cissscie nie'e's 265,999 2,129,978 
A be Baereeesbcnoe ns 1,503 1,100 
U. S. of Indonesia .... 28,777 1,274,613 
Al other countries .... 31,956 101,055 
xd) ll) MRE Rear eeee 7,257,940 22,086,651 
Rayon piece-goods ..... 728,537 3,919,995 
Reyon mixture piece- 
HOOES 2 Ber etes cos danse 26,680 27,172 


HONGKONG IMPORTS OF RAYON 
& RAYON MIXTURES 


Monthly 
Avera7ze August, 
Jan.-June 1950 
1950 
Yds. Yds. 
United Kingdom ....... 173,733 189,926 
MAGI2- Py. ain Memon 953 —_ 
ILOLAY A nce. Bebra satin ers 12,115 _— 
Chita North . | orto. awn 191 —_ 
” SS hueoonapad 11,123 — 
Czechoslovakia ........ = 5,759 
Jaen te Ww Podaanancsunuin., 5,081 57,391 
Germany). honed wes a0 es 2,669 — 
5 971 
3,983,947 
50 
175,845 
Switzerland ..........0.. 5,641 6,691 
ica Pre NG das BH BCH.C OED 863,603 267,238 
Total Tsece cece 1,772,127 4,687,718 


HONGKONG IMPORTS OF COTTON 


YARN 
e Monthly 

Average August, 

Jan.-June 1950 

1950 

lbs. Ibs. 
United Kingdom ....... 207,820 63,153 

India 3,067,021 — 
Malaya 8,334 20,000 
British East Africa .... —_ 1,668,400 
China, North ... 331,619 211,200 
Middle — 20,000 
South 178,037 213,949 
_— 4,000 
3,792,831 2,199;802 


Note:—The unit of measurement is piece 
lengths in yards, since no data are 
oN aecebaeys es e enable mea- 
surement to be made square yards. 
ae vary from 54 inches S 27 
nches, 
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HONGKONG MARKETS AND THE 
KOREAN WAR 
By a Chinese .Merchant. 

‘While the world -is--still gaping in 
wonder at the incredibly swift change 
of the war picture in Korea, Hongkong, 
the nerve centre of trade in the Far 
East, is quickly recovering its com- 
posure and is already moving to deal 
with the new situation. The landing 
of the United Nations forces at Inchon 
is hardly a fortnight old, but as far- 
as the war in South Korea is concern- 
ed, it has already terminated. What 
will be the next development is any- 
body’s guess, but what will transpire 
is of the utmost importance, for the 
movements of the markets here. It 
will be a folly to state with certainty 
at this time whether the conflict in 
the Korean peninsula will or will not 
be confined within its borders—but 
the “face” of Russia has suffered while 
that of America is on the increase. 


World tension growing out of the 
Korean war has made Hongkong the 
focal point of commerce in this part 
of the world. It was this'tension which 
barely four months ago had reactivat- 
ed the Colony’s sluggish trade, almost 
cleaned out its overfilled godowns, and 
stepped up the tempo of its industrial 
productivity. Prosperity such as was 
not seen for a long time returned over- 
night. 


The markets of the Colony are high- 
ly sensitive and are the first to react 
to the changing international situation. 
On all markets a_ reversal trend has 
set in, for the first time since the start 
of the Korean war. The usually in- 
satiable demand has slackened or 
vanished, and selling interest has in- 
creased. 


The return of confidence among trade 
and industrial circles in Hongkong 
within the last few days is best in- 
dicated in the remarkable rally of 
the stock market and the severe re- 
action of the ultra-sensitive gold mar- 
ket. In industrial raw materials, 
metals and other trades price reversals 
have been very sharp at the end of 
last week. Only where products are 
extremely short of stock prices are 
able to maintain their original firmness. 


The behaviour of the local markets 
in the last few days is interpreted as 
reflecting the recognition by local 
trade circles of the overwhelming hopes 
for the U.N. settlement of the Korean 
affair and the early return of peace. 
The heavy decline in the prices -of gold, 
metals and industrial chemicals point 
to the increase of liquidation by stock 
holders. 


While it does appear wise to take 
immediate steps to meet new develop- 
ments. several factors which have a 
vital bearing’ on the future course of 
trade in the Colony should not be lost 
sight of. It should be remembered 
that a rearmament race is on in the 
world, and that the demand for strate-- 
gic materials will continue and stocks 
will remain short without any hope of 
being adequately’ augmented at the: 
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present. Prices in the world markets 
tor many commodities will thus not 
recede from their current levels, but 
may display increased strength. It is 
not likely that the world-wide demand, 


for such goods as metals, rubber, 
chemicals, searce pharmaceuticals, 
wool, etc. will diminish, except in 


cases where prices have soared out of 
proportion to the rate of demand. A 
gradual settling down of the market 
is however foreseen on the assump- 
tion that the Korean conflict will be 
quickly concluded, that no _ trouble 
breaks out elsewhere, and that the 
world political tension relaxes. De- 
velopments other than along. these 
lines will once again throw the mar- 
ket into confusion, and another period 
~ of feverish buying and an unbroken 
chain of price soaring will be the re- 
sult. 

The position of the local trader has 
certainly not been an easy one. Ever 
since the outbreak of the Korean war, 
the problem has been whether to take 
profits immediately and replenish 
stocks afterwards, or to wait until 
larger profits can be earned. Fortunes 
have been made by those who had 
carried stocks at the beginning of the 
war. 

None probably have prepared for the 
unbelieveably rapid change in the tide 
of the Korean war. Those merchants 
who hesitated too long in the beginning 
and moved too late to take in new 
stocks have now missed the rush mar- 
ket. It was fear of the great risks in- 
volved in ordering stocks abroad that 
prevented Hongkong business circles 
from acting at the beginning of the 
war. The large orders which were 
later placed when prices had soared 
and on terms of long delivery are now 
destined to bring losses to the buyers. 
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Hongkong Commodity Reports 


Raw Cotton 


Quiet and steady conditions prevailed 
in the market last week, with prices 
recording no noticeable fluctuations 
throughout the whole period and end- 
ing unchanged from those reported the 
week before. The market undertone, 
however, tended to be firm due to the 
depletion of stocks of all varieties of 
cotton. A noteworthy feature of the 
week was the arrival on Friday of 
1,653 bales of Rangoon cotton, which 
was offered for sale at $2.28 per lb. 
but found no buyers. 

Reports from Karachi stated that the 
cotton exports of Pakistan from 
January to August this year amounted 
to 1.24 million bales, as compared with 
790,000 bales for the corresponding 
period last year. Of this amount Hong- 
kong imported 250,000 bales, or slightly 
more than one-fifth of the total. 

Showing no movement, American 
Cotton 1” stood at the end of the week 
at $2.90 per lb., Pakistan NT Roller Gin 
at $2.70, and Pakistan LSS Roller Gin, 
sellers, $3.10. 


Cotton Yarn 

Although still active, buying interest 
in this market last week was sporadic. 
Good support was given the market by 
the commitments of the Hongkong mills 
in Indian products of 20 counts, result- 
ing in a general advance of more than 
5% in quotations. Demand from Thai- 
land, however, had ceased owing to the 
fact that prices here were $200 or more 
per bale higher than those ruling in the 
Thai market. Subsequently, the mar- 
ket rallied on news of the sudden pur- 
chase of Indian yarn in the Jocal mar- 
ket by Japanese cotton mills, which 
were said to have signed up several 
hundred bales and to be continuing to 
look for more. Current stocks of 
Indian cotton yarn were estimated at 
around 10,000 bales, all of which were 


in the hands of a few large dealers. 
Some demand by Taiwan traders was 
reported, but the appetite of these 
buyers was very limited. With India 
controlling cotton yarn exports, traders 
in Hongkong were said to be seeking 
supplies in the Southseas countries, 
with over 200 bales having already 
been shipped here from Singapore. 

Subs‘antial gains were registered by 
Shanghai products of 20 counts, 
Italian yarn, and Indian brands of 20 
counts. There was no change in quota- 
tions for Hongkong made yarn. 
Shanghai 20’s presented a price range 
of from $1,490 to $1550 per bale, show- 
ing gains of $50 to $70 as compared 
with the preceding week. - Indian 10’s 
were quoted from $1.070 to $1.180; 20’s 
from $1,340 to $1520: and 32’s from 
$1,650 to $1,750. Italian 20’s advanced 
during the week from $1.490 to $1,530, 
and 32’s from $1,590 to $1,710. 


Piece Goods . 

The increasingly optimistic inter- 
national political outlook caused the 
hitherto brisk buying activities in the 
market to slacken. However, although 
the volume of business decreased no 
decline in prices was evident, owing to 
low local stocks and the lack of assured 
sources of future supply. 

Some Indian cotton piece goods have 
jately made their appearance in the 
local market. A shipment of 20,000 
bolts was lately imported from Singa- 
pore. it being found quicker to procure 
supplies from the Singapore market 
than from India. A few Indian im-. 
porting firms here were said to have 
made offers for the sale of forwards, 
but had not received much response as 
their rates were considered excessive 
and the time of delivery too long. 

Under a general lack of trading 
activity, the market showed great 
steadiness. The prices of practically all 
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items, including Grey Sheetings, White 
Cloth -and Black Cloth, closed at the 
same levels as the week before, i.e., 
$55/$66 per bolt, $53.50/$62, and 
$56/$62 per bolt respectively. 


Woollen Knitting Yarn 


Market reports that Japanese buyers 
were in the local market for the pur- 
chase of a total of 500,000 lbs. further 
accelerated a. climb in prices. From 
$15 per lb., “Beehive” brand goods 
soared to $17. The market was re- 
ported to be controlled by a few traders, 
the largest of whom was believed to 
hold a stock of 450,000 Ibs. 


Metals 


In contrast to most other markets, 
which had begun to show signs of 
weakening in the face of improved 
prospects of peace, this market con- 
tinued to display a bullish tendency as 
the result of the further depletion of 
stocks and undiminished buying de- 
mand as well as raised factory prices 
in Europe. Quotations for Japanese 
imports, although dropping _ slightly 
under increased selling pressure, still 
maintained a strong undertone. 

As a measure to restrict the heavy 
purchase of local stocks which are not 
easily replaced, the Hongkong Govern- 
ment announced last week the inclusion 
of Tinplates and Black Tinplates in the 
list of controlled export commodities 
which henceforth could not be export- 
ed without a permit issued by the 
Department of Commerce and Industry. 
This did not create any impression on 
the market, which continued to rule 
firm during the week. . 

One factor which sustained the 
bullish market sentiment was a great 
shortage of stocks, some of the formerly 
heavily laden godowns having already 
been cleared. Despite high prices, 
demand from the direction of Canton 
showed no abatement, the supplies 
obtained being chiefly resold to North 
China and the Northeastern Provinces. 

Although the market was able to 
keep up a temporary firmness, observers 
generally cautioned against excessive 
optimism in view of the peace prospects 
in Korea. It was pointed out that 
existing prices were too high, that ship- 
ments were not cut off, and that the 
appetite of buyers might any time 
reach the saturation point, which facts 
might bring about a strong reaction in 
the near future. 

Advices received from the United 

tates and Europe showed that US. 
Tinplate Waste (Waste) improved 
further from $140 to $148 per case. 
British metals to £36 10s. per ton, and 
French Round, Flat and Angle Bars to 
£37 per ton. Prices in Hongkong for 
Round Bars, %” up, rose to $56 per 
picul. and over %” to $54 per picul: 
U.S. Tinplate Waste, 200-lb. case, rose 
to $200 per case. 


Dyestuffs 


Although the trading atmosphere was 
considerably quieter last week, the 
prices of the popular items still pre- 
sented a bullish tendency. The 
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sluggishness of buyers became more 
eviuent as’the week advanced, and even 
the sharp appetite of Shanghai mer- 
chants gradually quieted down. 


Business done centred chiefly on red 
dyestuffs, including 15 piculs of Erie 
Congo 4B at $770 per picul, five piculs 
of Croceine Scarlet 45%, at $1,000 per 
picul, and five piculs of Erie Garnet 
125%, at $1,400 per picul, all prices 
unchanged from those previously rul- 
ing. The majority of the other items 
retained their previous figures, with’a 
few recording fractional increases. 


Paper 

The market continued to show lively 
activiiry as Philippine and Taiwan 
buyers kept up their strong appetite. 
Eariier in the week sentiment in the 
market was heartened by the informa- 
tion that the conference of the Euro- 
pean Paper Manufacturers’ Associa- 
tion at Oslo had decided to raise the 
prices of anotner four kinds of pro- 
ducts by £15 per ton, or by 18% to 
22%; these are Boxboard, Posier Paper, 
Tissue Paper and Wrapping Paper, 
White and Coloured: Further, the 
Association decided that no orders 
would be accepted throughout the rest 
of the current year. Non-members of 
the Association, namely Poland, Czecho- 
slovakia and Austria, were reported to 
have fixed their prices at 30% to 40% 
higher than those set by the Associa- 
tion, and to offer no supplies until next 
March, It. was pointed out that the 
measures taken by the European mills 
were not due to the Korean war, but 
to the world shortage of wood pulp 
and the increase in labour wages. 


Prospects of securing substitutes for 
European imports are slender, inasmuch 
as Japanese goods are not available in 
large quantities and their quality is 
poor, while the prices of American 
paper are approximately 20% higher 
than those produced in Europe. Con- 
sequently, it appears that not only will 
costs not be lowered, but that the 
earliest shipments would not be forth- 
coming for at least another nine 
months. 


Reacting to the firmness of the Euro- 
pean market, prices in Japan aiso 
improved quickly. The quotation for 
Ceilophane, c.i.f. Hongkong, rose from 
$66 to $88 per ream, Boxboard from 48 
cents to 60 cents per lb., and Wood- 
tree Printing from 80 cents to $1 per 
lb., all for shipment next January. 
Local traders, however, were not in- 
terested as the prices were not accep- 
table. 


Business done . included Taiwan’s 
purchases of 500 reams of Czech 
Glassine Paper at $90 per ream, 15,000 
lbs. of Austrian Tinfoil at $2.60 per lb., 
and 50 tons of Dutch Rolled Newsprint 
at 53 cents per Ib. Canton importers 
also signed up 15,000 lbs. of Austrian 
Tinfoil, and over 100 bobbins of 
Austrian Rolled Newsprint at 53 cents 
per lb. Varying quantities of Box- 
board. Manifold Paper and Flint Paper 
were absorbed by Philippine buyers. 


October 5. 


Rubber : 

A reaction was witnessed in this 
market, with prices easing by $15 to 
$20. Dealt in at the opening of the 
week at $395, per picul, No. 3 Smoked 
Sheets ‘receded later to $375. Subse- 
quently, the market rallied on reports 
of the raising of the export tax on the 
commodity by Indonesia to take effect 
from October 1, with Singapore expect- 
ed to follow suit. At the close, Smoked 
Sheets No. 1 were quoted at $390 per 
picul, No. 2 at $385, No. 3 at $380 and 
No. 4 at $370. Based on the Singapore 
price of $1.41 per lb., the local price for 
No. 1 should work out at $370 per 
picul including freight and insurance. 
The fact that the local price is $20 
higher is attributed to the exhaustion of 
circulating stecks, which are estimated 
at not more than 200 tons. 

Rubber Tyres displayed great firm- 
ness. Goodyear Truck Tyres were 
quoted at $720 per set and Dunlop. 
34” x 7” at $650. Dispite the hign 
prices interior merchants did not relax 
their buying interest. 


Gunny Bags 

With the price of high quality pro- 
ducts having risen from $3.10 to $3.60 
within a fortnight, an easier trend was 
expected to be seen in the extremely 
bullish market. especially in view of the 
scheduled arrival of two large ship- 
ments respectively in early October and, 
the middle of the month. The con- 
signees of these goods were reported to 
have made forward offers at $3.55. In- 
dian Heavy~ Cees, Green, were quoted 
by sellers at $4.20, and Nepal New at 
$3.90, both for spot delivery. No busi- 
ness, however, was said to have been 
done at these high rates. 


Hides 


Trading in Cowhides was very quiet, 
but business was reported on 800 sheets 
of leather at increased prices. Yellow 
Leather, A Grade, was traded in at 
$1.77 per foot, B Grade at $1.62, C 
Grade at $1.493, and D Grade at $1.445, 
while Black Leather, C Grade, obtain- 
Scape D Grade $1.275 and E Grade 

Gl, 


Coconut Oil 


Practically the entire local stock was 
absorbed by Tientsin buyers who pur- 
chased 600 drums at the improved price 
of $145 per nicul. Over 300 drums for 
forward delivery were also traded in 
at about the same price. 


China Produce 

With peace in Korea almost in sight, 
the dullness of the China produce 
markets. became more pronounced. 
Prices in general tended downward 


“owing to adequate stocks, uninterrup- 


ted arrivals and sluggish foreign de- 
mand. a ae 

On Monday. 100 drums of Tung Oil 
changeg hands at the price of $183 per 
picul, and three days later a similar 
amount was traded in at the same 
price. Many local dealers who had 
contracted for deliveries at high price 
levels were said to have..sustained 
heavy losses. The situation was slight- 
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ly better in Teaseed Oil, of which the 
local stocks were estimated to be not 
more than 1,500 drums, and those in 
Canton at about 1,000 drums. Very 
little business, however, was reported. 

The Beancake market was featured 
by heavy Taiwan buying which sent 
prices up by $5. Business was trans- 
acted on 1,200 tons of Dairen products 
at the price of $26.50, 300 tons for de- 
livery in two weeks at $24, and 300 
tons for delivery in one month from 
Shanghai at $23. 

New low prices for September were 
seen in the quotations for Cassia Lignea 
in the business done last week. The 
easiness of the market was caused by 
large arr.va's and a lack of demand 
from the United States, Pakistan and 
Europe, the usual best customers for 
these products. Local stocks are con- 
_.servatively estimated at 2,000 piculs. 
Prices declined by about $1 with West 
River Products, 60-catty packing, 
quoted at $55 per p/cul. 

Exports of Tea Products from Hong- 
kong have been much affected since 
direct sales to foreign countries were 
started by both Taiwan and Shanghai. 
As a result, desvite higher price re- 
ports from the mainland, local quota- 
tions remained steady. Exports from 
Shanghai during the last two months 
are said to total about 40,000 chests. 

After an early decline the Raw Silk 
market staged a rally on reports of 
cover buying by United States impor- 
ters. Twenty bales of Kwangtung 
20/22 were traded in at $2,300 per 
picul, and 30 bales of 70/80 at $1,800 
per pcul. Later, 40 bales of 20/22 
were transacted at $2,410 and $2,425. 
It was reported that less than 1,000 
pales of Kwangtung silk had been ex- 
ported to India during the last two 
months. 

As the result of active overseas en- 
quiries, prices of Bristles went up 
generally last week. Local market 
prices were as follows: Chungking 
OS$4.50 per lb. Tientsin US$7.50, 
Hankow US$6.40. During August ship- 
ments were received here only from 
South China, the total being 1,461 
piculs, valued at $1,057,600. 


Industrjal Chemical Reports 


Two outstanding developments were 
witnessed in the market last week, one 
be:ng the spectacular slump in prices 
in reaction to the relaxed demand, and 
the other being the reverse flow of 
caustic soda from Singapore to the local 
market. In the case of Caustic Soda, 
the price shot down from $270 to $235 
per drum. Sentiment in the market 
was greatly disturbed, as the general 
belief was that with the settlement of 
the Korean: affair practically a cer- 
tainty, the downward trend would un- 
avoidably continue. 

As late as Tuesday, “Crescent” brand 
Caustic Soda was traded in at $290 per 
drum, and U.S. products of 700-Ib. at 
$275, with over 100 drums of the former 
and 600 drums of the latter having 
changed hands. The market began to 
react the following day on the arrival of 
1,000 drums of “Crescent” brand from 
Singapore, easing further with the un- 
loading of another 570 drums on 
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Friday and with about 700 more drums 
due in a week’s time. On Saturday the 
U.S. brand dropped heavily to $235, 
and “Crescent” to $260. Other chemi- 
cals likewise reacted strongly to the 
bearish atmosphere, registering sub- 
stantial losses. Paraffin Wax, 165 de- 
grees, fell from $110 to $90 per picul, 
and Chlorate of Potash from $1.25 to 
$1.12 per lb. Equally heavy declines 
were registered by the prices of Sodium 
Bichromate, Zinc Powder, Calcium 
Hypochloride, etic. 

Buying interest continued early in 
the week until Thursday, when it ap- 
peared that its force was largely spent. 


Business grew more and more narrow 
and prices also dropped rapidly. The 
market closed with a very weak under- 
tone. Demand from the mainland be- 
gan to lag behind, resulting in more 
sellers than buyers in the market. The 
general market sentiment was over- 
whelmingly bearish, and it was specu- 
lated that goods on order due to enter 
the Colony in the middle or end of this 
month were already too late to partici- 
pate in the rush market, and that with 
numerous items being now quoted at 
more than 100% above costs, a heavy 
drop in prices would be practically in- 
evitable. 
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The term “silk” is used to denote the 
delicate fibrous material produced by 
certain caterpillars to form a cocoon, 
or ‘nest, in which a limited period of 
their existence is passed. -This mate- 
rial—silk—is the strongest, the most 
lustrous, and the most expensive of all 
organic fibres. It has been called the 
“queen of fibres,” and is unique be- 
cause, although the finished material is 
very castly, the whole of the world’s 
supply depends upon the instinct of 
an jnsignificant caterpillar, while the 
early stages of the silk industry can be 
profitably carried on only in those 
countries where labour is extremely 
cheap. 


Origin of the Silk Industry 


China is commonly regarded as the 
original home of the silk industry; the 
term “China” (as well as Seres, T’sin, 
Serecca, Sinim—names by which this 
country was known in former ages) is 
supposed to signify “land of silk,” and 
to be derived from the Chinese term 
“ssu,” which means silk. Be this as 
it may, the first record of the silkworm 
is found in Chinese history, which 
states that as long ago as 2650 B.C. 
silkworms were reared in China by the 
Empress Si Ling Chi, who is said to 
have conducted extensive experiments 
in cultivat:ng them, in reeling silk, and 
in using the fibre for textile purposes. 
For about 3,000 years the production 
of silk was a closely guarded secret of 
the Chinese, while, according to tradi- 
tion, s.lk culture was not introduced 
into Europe until about the middle of 
the sixth century A.D., about which 
time two Nestorian monks are said. to 
have smuggled silkworm eggs from 
China to Constantinople concealed in 
their pilgrims’ staffs. 


Varieties of Silkworms 


A great many varieties of caterpillars, 
both wild and cultivated, produce silk, 
but those which yield the ordinary silk 
of commerce may be roughly divided 
into two classes: (1) the “domestic,” 
or “mulberry - feeding,’ silkworm 
(Bombycidae); and (2) the “wild,” or 
“non - mulberry - feeding,” silkworm 
(Saturnidae). 

The notes in the following pages re- 
fer chiefly to the former class; the wild 
silkworm has been but slightly touched 
upon. 


The Mulberry Silkworm 


The ordinary. domestic, or mulberry, 
silkworm: (Bombyx mori) is produced 
only by cultivation, and is reared 
chiefly in China, Japan, Persia, Turkey, 
Italy, Greece. and the south of France; 
it feeds on the leaves of the white 
mulberry tree (Morus alba) and yields 
the most valuable silk, furnishing by 
far the greater part of the world’s sup- 
ply. Most mulberry silkworms yield 
only one crop of cocoons each season 
and are therefore known as “univol- 
tine,” or “single-brooded,”’ worms; 
those which produce more than one 
crop of cocoons each season are called 
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CHINESE SILK 


“multivoltine,” or “many-brooded,” 
worms. The best quality of silk is 
produced by univoltine worms. Mul- 
tivoltine worms produce a better qual- 
ity of silk in the spring than they do 
in the autumn, but they make a cocoon 
from which the silk is reeled only 


with difficulty and from which a great. 


deal of waste is obtained. The ordin- 
ary domestie silkworm of China is 
naturally univoltine, although in cer- 
tain temperatures it will produce a 
second crop. 


Great care has to be taken in rearing 
silkworms, as smoke, draughts, noises, 


. and smells of any kind are injurious 


to them; the temperature and the hu- 
midity of the atmosphere must also be 
carefully regulated. The mulberry 
leaves.on which the worms are fed 
must be perfectly clean, fresh, and dry, 
and should be obtained from the cul- 
tivated plant—preferably from young 
plants; worms fed on the leaves of the 
wild mulberry tree produce a coarse, 
inferior variety of silk. The worms 
are liable to be attacked by many 
diseases, some of which are so severe 
that a whole crop of worms may be 
destroyed within 48 hours. 


There are four stages in the develop- 
ment of the mulberry silkworm—the 
eggs, the larva, the chrysalis, and the 
moth. Each female moth lays about 
400 eggs. which are slightly oval in 
shape and which are so small that it 
takes about 40,000 to weigh 1 ounce: 
they are at first pink, but the colour 
afterwards changes to a dark grey. In 
China the eggs are exposed to frost, 
so that the weaklings may be killed 
off, but even then about 50 per cent. of 
the worms on the ordinary silk farm 
are said to die before they reach the 
cocoon stage. In Europe selection is 
made by ‘microscopic examination, and 
this system has also been tried in 
various parts of China with consider- 
able success. The Chinese sometimes 
put the eggs between two pieces of soft 
paper, which they place within the 
clothing next to their own bodies, after 
which the worms hatch out in from 
eight to ten days. When first hatched, 
the larva, or caterpillar, is very small, 
black in colour, and covered with hairs. 
It is immediately placed on minced 
mulberry leaves, after which it grows 
very rapidly, eating the leaves from 
the edge, until .in five or six days it 
has grown too Jarge for its skin. It 
then goes to sleep for 24 hours, and, on 
waking up, moults, or casts.its skin by 
moving backwards out of it, a new 
skin having formed underneath, it 
moults four times in about 40 days, 
and becomes lighter in colour with 
each change. In about six weeks the 
caterpillar is fully grown, and is then 
flesh - coloured or semi - transparent, 
about 3 inches in length, 1% inches in 
girth, and about one-ninth of an ounce 
in weight. It has a very small head, 
a tiny mouth, sharp teeth, about a 
dozen eyes, a shiny nose, six hooked 
feet, or legs, near the head, and ten 
pads, pro-legs, or “claspers,” under the 
body. Beneath the skin are 12 con- 
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centric rings of cartilage connected oy 
soft membrance. The silk is elaborated 
in a semi-fluid condition by two in- 
ternal glands situated one on each side 
of the worm’s body: it exisis naturally 
within the animal as two viscous liquids 
—the one clear and _ colourless, the 
other colourless or yellow. From the 
glands in which it is formed, the liquid 
silk is conveyed through two iong 
convolute ducts, whch gradually get 
finer, until they unite and terminate 
within the spinneret—an orifice in the 
lower lip,—where the two streams of 
viscous material are brought in contact 
with each other and are firmly cement- 
ed together by a gummy substance 
which exudes from two small glands 
near the mouth of the worm, finally, 
as they reach the air, becom:ng coagu- 
lated or solidified into one firm, 
double, continuous fibre, which in some 
places may be seen divided into two 
separate filaments. As soon as the 
worm is:fully developed (the silk 
glands being then full of secretion) it 
rolls itself into a horse-shoe shape, 
with its lip outwards, and commences 
to eject the contents of the silk glands 
through an orifice in its head, at the 
same time arranging the maierial in 
such a manner that finally the worm 
itself is completely enveloped in the 
fibrous covering called a “cocoon.” 


The Cocoon 


As a_ preliminary to forming the 
actual cocoon, the worm first makes a 
kind of nest of loose fibre in order to 
attach the cocoon to the straw or twigs 
on which the worm is placed when 
fully grown; it then proceeds to make 
the cocoon, and, in doing so, does not 
lay the fibre directly round and round, 
but incessantly waves. its head in such 
a manner as to form the body of the 
cocoon of a series of “figure of eight” 
loops overlapping each other. The 
silkworm takes from two to four days 
to spin its cocoon, the length of fibre 
in each cocoon varying from 400 to 
1,300 vards. After the cocoon is finish- 
ed, the caterpillar gradually changes 
into a chrysalis and finally into a moth. 
When ready to leave its silky nest, the 
moth ejects a fluid which softens the 
gum binding together the fibre forming 
the cocoon. and is thereby enabled to 
push the fibres avart and to forre jts 
way through the aperture thus formed, 
which it eventually does without break- 
ing a single fibre. On emerging from 
the cocoon, the moth has four wings 
and two feathery antennae; it is almost 
blind, never eats, seldom uses _ its 
wings, lives only a few hours after 
leaving the cocoon. and dies as soon 
as the female has laid the eggs. 


The finished cocoons are roughly oval 
or egg-shaped, and vary from seven- 
e’ghths of an: inch to 2 inches in length, 
and from three-eighths to three-quarters 
of an inch in diameter. When of good 
quality they are very  close-grained 
and contain a large proportion of silk 
in such a form or condition that it 
can be readily reeled. 
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A number of the finest cocoons are 
first serec.ed and set apart for breeding 
purposes. As those which are required 
for reeling usuaily have to be kept for 
some time, the worms which they con- 
ta.n must be killed. Cocoons for com- 
mercial purposes, therefore, after hav- 
ing been couected before the moths 
have emerged from them, are exposed 
to a high temperature, ether by being 
piaced in s.oves for two or three hours 
or by being steamed for from 10 to 15 
minutes; they are then sorted into 
grades according to colour, district, 
size, etc. Cocoons with the live worm 
insde are known as “fresh cocoons”; 
they lose considerably in weight dur- 
ing the drying process, so that cocoons 
which weigh 3 pounds when fresh 
weigh only 1 pound when dried. 

Chinese cocoons are usually packed 
for the market in nankeen bags, gunny 
sack ng, or in baskets, each package 
containing on the average about 150 
catties net. 


Pierced Cocoons 


Cocoons out of which the moths have 
emerged are called “pierced cocoons”; 
the siik on such cocoons is unimpaired, 
put, al.hough it may be unwound, it 
is of very little use for reeling, as the 
fibre is so much entangled near the 
aperture. Pierced cocoons aze of much 
less value than ordinary cocoons, and 
are generally used for the same pur- 
poses as waste silk. 


Double Cocoons 


Sometimes two silkworms enclose 
themselves in one cocoon, thereby 
forming what is known as a “dupion,” 
or “double cocoon,” the silk of which 
double cocoons are formed is consider- 
ably entangled and is very difficult to 
unwind. Silk reeled from dupions is 
very rough and uneven and may there- 
fore be readily distinguished from or- 
dinary silk. 


Waste Silk 


Before the silk can be reeled from 
the cocoons. the outer layer of loose 
tangled fibre which the worm formed 
before beg*nning the-actual cocoon is 
removed by hand; this is used as 
“waste silk,” and is often known as 
“strippings” or “floss.” The term 
“was‘e silk” includes the husk which is 
brushed off after the cocoon has been 
placed in the hot water; the innermost 
laver of the cocoon—that is, the part 
which is left after the usable filament 


has been ree'ed off. and which is classi- | 


fied as “reel tailngs” or “knubs,” and 
any fluff. cleanings, or loose fibre 
which may be formed during the pro- 
cesves of reeling or throwing, or in any 
Other s'age of manufacture: all these 
materia's, together with pierced or 
otherw'se defective coroons, are used 
in making velvets. imitation sealskin, 
plushes. carpets, ribbons. towels, silk 
wadding. e‘c.. a great quantity being 
utilised in the manufacture of “spun 
silk.” ‘ 

The fol’owing terms are used in des- 
crib'ng the most common varieties of 
silk waste on the Chinese market: 
“Bassinets” (the unreelable inner por- 
tion of the cvucoon); “Blaze” (cocoon 
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strippings); “Boiled Off’; “Button 
Waste” (Nanking white gum waste); 
“Cigarettes,” or “Rat Ta.ls’; “Crapaux,”’ 
or “Cat Tails”; “Frisonettes,” or “Cur- 
lies”;-or “Long Wasie”; “Gum Waste” 
(white, yellow, coarse, fine, wild, and 
coloured); “Filatured Waste” (Frisons); 
“Open” and “Flat Head”; “Tussah 
Waste” (Frisons, gum, water-reeled, 
e.c.); “Canton Steam Wasie”; “Canton 
Knubs”; “Kwangsi Knubs”; etc. 


Chinese waste silk appears on the 


market in bags, bales, or baskets, of 
no -standard weight; for export it is 
sometimes packed by hydraulic pres- 
sure into baies containing 200 catties 
net. Much of the waste silk exported 
from China goes'to England and is 
afterwards re.mported in the form of 
velvet, plush, spun silk, noil yarn, etc. 


Spun Silk and Silk Noil Yarn 


In making spun silk the fibre cannot 
be used as a continuous filament, but 
is treated as a mass of loose fibre. The 
material is first fermented in water, 
then boiled in a dilute soda _ solution, 
washed, and dried; it is then carded, 
combed, and spun by methods similar 
to those used in the manufacture of 
worsted yarn. The combing machine 
separates the fibres into staples of 
aifferent lengths, the shortest of which 
are rejected and are known as “silk 
no_ls.” These silk noils are used in the 
manufacture of “silk noil yarn” — a 
soft material which is made to a cer- 
tain extent in China, but which is 
tnanufactured chiefly in Europe from 
waste s_Jk originally exvorted from this 
country. Noil yarn varies considerably 
in quality, the quality being judged 
by the evenness, strength, and lustre of 
the yarn, and by the length of the 
fibres out of which the yarn is manu- 
factured. Great quantities of noil 
yarn are imported into China, where 
it is used in making a coarse cloth, 
very much resembling grey shirting or 
sheeting in general appearance. Silk 
noil yarn is used in Europe chiefly in 
making shalloons, ties, cleaning and 
polishing cloths, and, in combination 
with yarn made from other materials, 
in making piece goods; the noils them- 
selves are also mixed with other fibres 
in making mixed yarns. The lumps and 
rough places which occur in spun silk 
yarn are due to the unevenness of the 
raw material; they are frequently re- 
moved by friction and by a process of 
gassing s'milar to that used for cotton, 
the result being a uniform and level 
yarn which is better for some purposes 
than: the ordinary silk. Spun silk is 
used mainly in the manufacture of 


cords, braids, fringes, tassels, laces, 
sewing machine thread, embroidery 
silk, dress fabrics, etc. Piece goods 


woven from svun silk are considerably 
lower in price than those made from 
ordinary silk. 


Reeling 


Silk is obtained from the core of the 
cocoon by a process called “reeling.” 
In the ordinary reeling process, the 
cocoons are placed in hot water, but in 
what is known as “dry reeling” they 


are steamed instead of soaked; in either 
case, the heat softens the gum which 
holds the cocoon together and allows 
the silk to be removed in one continu- 
ous length. As the filament obtained 
from any one cocoon is too tine for 
crdinary textile purposes, the fibres. 
trom four to 18 cocoons are collected 
and passed together through an agate 
guide or ring, and then wound on to a 
slowly revolving wheel or “reel,” as 
tne gum hardens, the collected fibres 
adhere together and form one firm, 
smooth filament, the thickness of which 
varies according to the number of 
separate fibres of which it is composed. 
As soon as the silk has been unwound 
from any one cocoon, the operator re- 
places it by that of another, so as to. 
keep the finished filament of equal 
thickness; neglect in attending to this 
causes the product to be of » unequal 
thickness, and often results in the 
stripy effect seen in some silk piece 
goods. In reeling silk it is advisable 
to remove cocoons from the hot water 
as soon as the usable filament has been 
reeled off; otherwise the oil, etc., con- 
tained in the chrysalis will mar the 
eppearance of the silk. The remains. 
of the chrysalis left after the fibre has 
been reeled from the cocoon are col- 
lected and sold as manure; they are 
also used as the source of a fatty oil 
which is obtained by expression and 
which is used by the Chinese and 
Japanese for culinary purposes, for 
soap making, and as a lubricant. The 
dried worm is used by the Ch‘nese in 
medicine. Silk reeled from fresh 
cocoons is more lustrous than that ob- 
tained from dry cocoons. 


Yield of Raw Silk fram the Cocoons 


It usually takes about 6 piculs of dry 
cocoons (or 18 piculs of fresh cocoons) 
to yield 1 picul of raw silk, but the 
yield varies considerably according to 
the size, quality, and condition of the 
cocoons. In a test recently carried out. 
at one of the experimental stations in 
China, 1 vicul of raw silk was obtained 
from 3.75 piculs of dry cocoons pro- 
duced on the station, whereas in reel- 
ing silk from dry cocoons purchased 
on the market in the same district it 
required 5.20 piculs of dry cocoons to 
yield 1 picul of silk. 


Raw Silk 


Silk in the condition in which it is 
obtained from the cocoon is called “raw 
silk” and is so light that it takes from 
150,000 to 490.000 yards to weigh 1 
pound. Raw silk varies in quality, 
strength, colour, fineness, and avpear- 
ance according to the syecies of worm, 
the quality and kind of food on which 
the worm has been fed, the district or 
climate: in which the worm has been 
reared, the care taken in attending to 
the worm and in reeling the silk from 
the cocoons. and according as the fibre 
is obtained from the outer, middle. ‘or 
inner laver of the cocoon, that from 
the middle layer being the best. Raw 
silk recled from the outer skin of 
cocoons is commonly known as “Pum- 
jum” or “Punjun” silk. 
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Thrown Silk 

Thrown silk is silk which has under- 
gone the process of “throwing,” a pro- 
cess which is sometimes wrongly called 
“spinning” and which consists of twist- 
ing the raw silk fibres into filaments 
of one strand or of two or more 
strands, so as to make the silk ready 
for weaving purposes. There are two 
principal kinds of thrown silk—‘“tram” 
and “organzine.” “Tram,” or “weft,” 
silk contains a smaller number of fibres 
than organzine, and is usually made of 
two or more strands loosely twisted— 
about four turns to the inch; it is bright, 
lustrous, and flossy, and is used for the 
weft or woof of silk piece goods. “Or- 
ganzine” is thicker than tram, and is 
formed of a number of strands of raw 
silk strongly twisted—about eight turns 
to the inch; it is strong and hard, but 
usually dull, and is used mainly for 
the warp of silk piece goods.. Single 
silk, not thrown, is known as “dumb 
singles”; single silk, thrown, as 
“thrown singles.” Thrown singles are 
extensively used in weaving “flour 
silks’”—fabrics which are used in flour 
mills for sifting flour into various 
grades of fineness. 

Note:—Silk for flour dressing is made 
chiefly in Switzerland, where certain water 
(said to assist in the finishing of fine num- 
bers) is obtainable. The raw material is 
specially selected, and the fabric itself is 
woven in’ such a manner that each weft 
thread is passed between, and firmly held 
in position by, the strands of a double warp 
threac, strongly and uniformly twisted; 
great care and skill are required ine the 
process in order to form meshes the perfect 
evenness and regularity of which may be 
retained when the finished silk is in use. 
The fabric is made into sheets about 60 
yards long by 40 inches wide, and is sold 
under a curious system of numbers. which 
vary with the fineness of the meterial. Thus, 
No. 0000 (Swiss) has 18 strands per I:neal 
inch; No. 000, 22; No. 00, 28; No. 0, 33: No. 
i, 48: No. 5, 64; No. 10, 106; No. 14, 139; 
No. 17, 168. The price per yard varies from 
sy. /3d.stor “No.* 5) to) 46s. 10d. for ‘Nos 17. 
In enother brand, known as “Cries Gauze,” 
“Grit Gauze.” or “Middlings Cloth.’” the 
number of the fabric corresponds with the 
numnher of strands ver linea] inch. the aver- 
age value per vard 40 inches wide. of all 
numbsrs from 16 to 72, being approximately 
8s. 3d. Nos. 1%. 11 and 12 (Swiss) are more 
used than any other. 


Count 

The count of raw silk usually refers 
to the weight of 476 metres (400 French 
ells) or 520.57 vards (reckoned as 520 
yards); the unit of weight used is com- 
monly called a “denier” and is equi- 
valent to 0.053115 gramme (reckoned 
as 0.0531 gramme). Thus, if 520 yards 
weigh 0.7965 gramme, the silk is “15- 
aenier” (0.7965--0.0531). while 520 
yards of “12-denier” silk weigh 0.6372 
gramme. The higher the count, the 
coarser the silk. As raw silk is not 
always uniform in thickness, the count 
often shows the limit of variation. 
Thus, “14/16-denier silk” means that 
520 vards may vary from 14 to 16 
deniers. 

Note:—The unit of weight commonly 


called a “denier” varies slightly. as may be 
seen from the following issued bv the 


Bradford Conditioning House under the 
heading “Denier Counts” :— 
Legal denier - 
counts .... 450 metres hank or 492 yds. 
International . 500 i “) 547, 
Denier system 476 a op 520 ,, 
Old Milan 476 ch *y 520 ,, 
» Turin 476 » ” 520 ,,° 
» Lyons 476 ” ” 520 ,, 
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The count of thrown silk is some- 
times shown. by the same system as 
that of raw silk. The count is com- 
monly given, however, by the weight 
of 1,000 yards in drams, a quarter of 
a dram difference defining the count. 
Thus, if 1,000 yards weigh 4 drams, the 
silk is “4-dram”; if % dram heavier, 
it is “4%4-dram” silk. The higher the 
count, the coarser the silk. Each 
pound of 1-dram silk contains 256,000 
yards. The system of denoting count 
by weight is‘very reliable, as the speci- 
fic gravity of silk is always the same. 
Thrown silk is usually in lengths of 
10,000 yards. 

The count of spun silk shows the 
numbers of hanks (each 840 yards) to 
the pound, which is equivalent to the 
number of yards it takes to weigh 
8-1/3 grains. The count differs from 
that of cotton yard, however, in that 
whether the silk is single or folded the 
actual number of hanks to the pound 
is always stated. Thus, in 20/1, 20/2, 
or 20/3 there are 20 hanks of each in 
1 pound. The metric count shows the 
number of metres per gramme, or the 
number of units of 500 metres to the % 
kilogramme, the equivalent being 
about 496 yards to the pound. English 
counts are converted into the corres- 
ponding metric counts by multiplying 
by 1.694. 


“Mosses” and “Books” 

Small bundles containing several 
skeins of silk tied.together are called 
“mosses”; when a number of these 
mosses are tied together, they con- 
stitute a “book’’. 


Appearance of Silk under the 

Miscroscope 

Under the microscope silk appears 
as a fine, clear, transparent, lustrous. 
colourless, continuous, structureless, 
rod-like fibre, of uniform diameter 
with a smooth surface, and free frozn 
twist; sometimas fragments, more or 
less rough. of the sericin sheath may 
be seen adhering but partly detached. 
Longitudinal lines are frequently visi- 
ble on the surface, particularly when 
part of the gum has been removed, in- 
dicating the double-stranded nature of 
the fibre; while in places where the 
cementing gum has failed to hold the 
two strands together, the twin struc- 
ture of the fibre is distinctly seen. Silk 
in the gum often exhibits marks or 
faint cracks across the fibre, due to the 
cracking of the gum under flexure. 
When examined, in section the fibre is 
seen to be oval, with a longitudinal 
groove marking the point of juncture 
between the two. strands which form 
the fibre; each of the two strands 
which form the filament exhibits a 
rounded or slightly oval form in sec- 
tion. differing slightly according to the 
position of the fibre in the cocoon; 
when the whole of the cementing gum 
hag been removed, the two strands 
may often be seen entirely sevarated 
from each other. Under the action of 


iodopotassium iodide, silk is coloured 
brown; with picric acid, it is stained 
yellow; submitted to the action of 


hydrochloric acid, or of concentrated 
or hot sulphuric acid, the fibre dis- 
solves. 
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Composition of Silk 

Silk fibre consists chiefly of two sub- 
stances—fibroin and _ seric-n,—together 
with a small amount of waxy, fatty, 
resinous, and mineral matier, and, in 
yellow silk, a yellow colouring matter. 
Both fibroin and seric:n consist of car- 
bon, hydrogen, nitrogen, and oxygen 
than is present in fibroin. Fibroin 
(C15H23N506) is the horny subsvance 
which forms the core of the fibre; it 
will not dissolve in water, even when 
the water is boiling, and will absorb as 
much as 33 per cent. of water without 
feeling damp. Sericin (C15H25N503), 
usually called “silk gum,” is the outer 
cover.ng of the fibre, of which it con- 
stitutes about 30 per cent. It is soluble 
in boiling water, in hot soapy water, or 
in alkaline solutions, and may be pre- 
cip:taited from solution by alcohol, tan- 
nin, and metallic salts. 


Water Contents of Silk 


Silk is very hygroscopic. In its nor- 
mal condition, and in ordinary atmos- 
phere, it contans 10 ver cent. of mois- 
ture, but, as already siated. it can be 
made to absorb over 30 per cent. of 
water without feeling damp. The 
standard allowance for water contents 
adopted by the conditioning houses at 
Canton and Shanghai is 11 per cent.:; 
at Manchester, 13 per cent.; and at 
Bradford, 16 per cent. . To condition 
silk, a samvle ‘s taken from each bale, 
carefully weighed in its moist state, 
then placed in a heated oven where it 
is dried so completely that not a trace 
of moisture remains. The dry sample 
is then weghed. and 11 per cent. of 
the dry weight (the standard allowance 
in Shanghai) is added, the result thus 
obtained being known as the “condition 
weight”. The condition ng house issues 
a certificate — giving the result of the 
test, and showing the weight of the 
samples tested (both before and after 
the drying process), the condition 
weight, and the difference in net 
weight, the last named being the per- 
centage of difference between the ori- 
ginal weight of the moist sample and 
the condition weight. The calcula- 
tions, accord'ng to information sup- 
plied by Mr. R. Macgregor, late mana- 
ger of the Shanghai Cotton Testing 
House, where silk is tested for water 
contents, are made as follows:— 


Weight when received (that is, the 
weight of the sample in its original 
moist state) = 76.80 grammes. 

Absolute weight (that is, the weight 
of the samnle when absolutely 
ary) = 68.00 grammes. 

Condition weight (that is, 68 
grammes plus 11 percent.) = 75.48 
grammes. ; 

Actual difference between the weight 
when received and the condition 
weight = 76.80 — 75.48 = - 1.82 
grammes. 

Percentage of difference between the 
weight when received and the con- 
dition weight: 1.32 x 100 = 1.72 


pgs T6.o0me 
per cent. (the amount entered on 
the certificate as “Difference in net 
weight’). 
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Properties of Silk 


Silk is very elastic and can be 
stretched from one-fifth to one-seventh 
of its length without being broken; it 
also has great tensile strength, being 
almost as strong as wire of equal dia- 

. meter. It is a bad conductor of elec- 
tricity, and easily becomes electrified 
by friction; this property forms a dis- 
advantage in manufacturing the silk, 
but it is partly overcome by keeping 
the air moist in the factory. Silk in 
the “gum”, i.e., in its natural state, is 
usually dull, stiff, hard, and wiry, and 
has a harsh feel and a coarse appear- 
ance, somewhat like that of fine horse- 
hair; in this state it is commonly 
known as “hard” silk. By being boiled 
or “filatured”, however, the fibre be- 
comes very soft, brilliant, and lustrous, 
although it loses considerably in weight 
during the process; it is then known as 
“soft”, or ‘“filatured’’, silk. The fibre 
is usually manufactured into piece 
goods as “soft” silk, very rarely as 
“hard” silk, except in weaving inferior 
fabrics. Some of the many processes 
through which silk may pass before it 


is ready for the weaver are as fol- 
lows:— 
Boiling off the Gum, Stripping, or 


Discharging:— In boiling off the gum, 
stripping, or discharging, the silk is 
worked for about an hour in soapy 
water, almost boiling; it is then remov- 
ed and washed in water, sometimes in 
a weak soda solution, after which it is 
scoured by being again boiled in a 
weaker solution of soapy water, which 
removes any impurities that may be in 
the fibres; the silk is then thoroughly 
dried, the finished product being very 
soft, brilliant, and lustrous. All the 
gum is removed during this process, 
and the silk loses from 20 to 30 per 
cent. in weight, 

Half-boiled, or “Souple’’, silk: — For 
half-boiled, or “souple’”, silk the mate- 
rial is scoured by being worked for 
about an hour in warm water with a 
small proportion of soap and soda add- 
ed; the silk is then immersed in a bath 
of boiling cream of tartar or magne- 
sium sulphate, then again washed and 
dried. The finished product is soft, 
but has a rather harsh feel, and is less 
brilliant than the silk which has been 
“boiled off”. The process removes all 
fat or oil and a small part of the gum, 
while the silk loses from 6 to 8 per 
cent. in weight. 


Ecru Silk 


“Ecru” silk is silk that has under- 
gone a scouring process with warm 
soapy water in order to remove the 
tat and oil and part of the gum. It is 
not very bright, has a harsh feel, but 
is stronger than the boiled-off silk. It 
is much used for the warp of black 
silks and for the back of velvets. 

Silk is often subjected to mechanical 
treatment in order to make it more 
lustrous and glossy. This may be done 
by twisting up the skeins very tightly 
and allowing them to remain so for 
several hours: or: the skeins may be 
stretched and steamed 
time; or they may be “stretched” by 
being given a series of violent jerks 
while hung on a fixed peg. 


at the same 
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Bleaching of Silk 


Silk is bleached by the same methods 
as are used for wool, that is, by means 
of sulphurous acid or sulphur dioxide; 
sodiim peroxide, or potassium  per- 
manganate may also be used. The silk 
is stoved in the same manner as wool 
and is then washed, the process being 
repeated several times. 


Weighting of Silk 

Silkk is often weighted by being 
treated with tannic acid or w‘th vari- 
ous metallic compounds. By being 
soaked in a cold solution of tannic acid 
silk gains 12 to 15 per cent. in weight 
but loses a little in lustre. By being 
repeatedly soaked in a solution of stan- 
nic chloride (tin spirits) and washed 
with water it gains up to 25 per cent. 
in weight. By being repeatedly treat- 
ed with a solution of stannic chloride, 
then with sodium phosphate, and final- 
ly with sodium silicate, silk can be 
weighted up to 150 per cent. or higher, 
without injury to its lustre or feel, but 
this treatment often causes the silk to 
rot and always causes it to lose 
strength. Dark-coloured silk is often 
weighted with impure tennins at a 
high temperature, or by repeatedly 
working the silk first in solutions of 
tannic acid and then in a solution of 
pyrolignite of iron. By impregnating 
silk with ferric salt and tannin it may 
be weighted up to 200 ver cent. There 
are many methods of weighting silk, 
some of which will increase the weight 
over 600 per cent. Silk which is 
heavily weighted is frequently liable 
to spontaneous combustion. 

Silk also gains weight by dyeing. 
Proper dyeing adds about 10 per cent. 
to the weight and produces what are 
called “pure dye” silks. The heavy 
metallic dyes will add up to 75 ver 
cent. to the weight. Silk which is 
heavily weighted or loaded breaks 
easily and feels rough, and when ignit- 
ed, usually smoulders with a yellow 
greasy ash instead of a crisp cinder. 
Small pin holes in new silks are usual- 


ly due to weighting. The weighting is- 


done chiefly in dark-coloured silks. 


The Scroop Feel 


The peculiar crackling sound which 
some silks make when compressed is 
called the “scroop” feel and may be 
imparted by treating the silk with a 
dilute solution of acetic, sulphuric, or 
tartaric acid and then drying it without 
washing; the effect of acetic acid soon 
disappears but that of the others is 
permanent. The scroop feel is often 
desired in silk. 


Chinese Silk 


Chinese raw silk may be roughly 
Givided into three classes: “raw white 
silk”, “raw yellow silk”, and “wild 
silk”, 

“Raw White Silk”, which constitutes 
the greater part of the silk produced in 
China, is chiefly obtained within 150 
miles of Shanghai and the Canton dis- 
trict; the best qualities come from 
Kiangsu and Chekiang, the latter be- 
ing the greatest silk-producing pro- 
vinee in China, Ordinary raw white 
silk reeled by hand on the farms where 


the silk is produced is commonly called 
“tsatlee”, a term which is also some- 
times avplied to the same class of silk- 
re-reeled by old native hand methods. 
Strictly speak.ng, however, the term 
“tsatlee” should be given only to rough, 
uneven, raw silk in the condition in 
which it has been reeled from the 
cocoons by native, primit.ve, hand 
me.hods, such silk being often describ- 
ed for Customs purposes as “raw silk, 
not re-reeled and not steam filatured.” 
Owing to the lack of care taken by the 
peasantry in the reeling process (which 
is somewhat primitive, and often not 
very clean) tsatlee silk is, as a rule, 
far from uniform in diameter and is 
always inferior to the product of the 
steam filatures in Shanghai and other 
treaty ports. Tsatlee is often prepared 
for the foreign market by be.ng “re- 
reeled” and made up into skeins of re- 
gular count, rough places and impuri- 
ties being removed during the process; 
the resultant product is then usually 
described merely as “re-reeled” silk. 

Many suggestions have been brought 
forward as to the orig:n of the term 
“tsatlee,’” but it seems most probable 
that it originated simply from the word 
“tsat” (southern Chinese for ‘“self’’) 
and “li” (the way in which a coolie 
would pronounce the foreign word 
“yeel”). If this be correct, the term 
“tsatlee” simply means “self-reeled”, 
that is, reeled by the silk farmer him- 
self as distinguished from the high 
grade, uniform product obtained by 
foreign methods of reeling silk, the 
latter product being distinguished by 
the term “filatured silk” or “steam 
filatured silk”, the word “steam” in- 
dicating that the water in which the 
eocoons are steeped is kept hot by 
means of steam. Steam filatured silk, 
being uniform and of regular count, is 
never “re-reeled”, this term being used 
only to describe tsatlees which has 
been re-reeled, as distinguished from 
the uneven, native-reeled’ product of 
irregular count. Filatured silk is 
usually wound on to a 59-inch reel, 
whereas the reels used for tsatlees silk 
often vary up to from 6 to 7 feet in 
circumference. 

Tsatlees (any ordinary, coarse, raw, 
white, unfilatured silk) is first made 
into bundles weighing about 9 pounds, 
and is afterwards packed into nan- 
keen-covered bales for the market, 
each bale weighing about 80 catties net, 
and from &4 to 85 catties gross. The 
raw white silk reeled in the steam 
filatures at the treaty ports is infinitely 
superior in value to the native hand- 
reeled product and is from 30 to 60 per 
cent. higher in price. Owing to the 
great care taken during the reeling, it 
is much more even and uniform than 
that reeled by the silk farmers, while 
Shanghai filatured white silk is reckon- 
ed as beins the best — and the highest 
priced. — in the world; Canton filatured 
s'‘lk is not of auite such a good quality 
as the Shanghai product. Steam fila- 
tured silk is made into bundles of about 
9 pounds and is then packed into bales 
or packages covered with sacking or 
grass mats, each bale weighing 1 picul 
net and 110 catties gross. 
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“Raw Yellow Silk” is produced chief- 
jy in Szechwan and Shantung; the 
greater part of it is hand reeled, but 
some is steam filatured. It is packed 
for the market is mat or gunny covered 
bales, each bale containing 1 picul net 
and weighing from 107 to 110 catties 
gross accord ng to the amount of pack* 
ing, good qualities being covered with 
doub:e matting; lower grades, with 
single matting. 

“Wild Silk” — Of the many varieties 
of wild silks the best known are: Eria 
silk, from India; Muga silk, from Siam; 
Yarmomi, or Yamamai, Silk, from 
Japan; and “tussah” silk, from China 
and India; the mai‘erial known as 
“sea silk” consists of fibres excreted 
by a mollusk (Pinna nobilis) in order 
to attach itself to the rocks. 

“Chinese Wild Silk,” or “Tussah 
silk”, comes chiefly from Manchuria, 
Shanitung. and Chihli, most of the 
cocoons coming from Manchuria. This 
silk is produced by Antheroea Pernyi 
(one of the Saturnidae family, closely 
allied to the Bombycidae)—a silkworn 
which feeds on the leaves of various 
oak trees, chiefly Quercus dentata, 
Quercus mongolica, and Quercus ser- 


rata. The moth is large and more or 
less buff-coloured. The cocoons are 
much larger than those of Bombyx 


mori, and are oval or pear-shaped. 
The sk, which is infe*ior to that pro- 
duced by Bombyx mori, is of a brow- 
nish colour, due to the silk being 
strongly impregnated with the tannin 
prevent in the oak leaves on which the 
worm is reared. It is stffer and coar- 
ser than ordinary silk and is also more 
difficult to dye or to bleach. It may 
be b’eavhed by a solution of barium 
perox‘de or sodium peroxide, followed 
by dilute hvdroch'or’c acid. Hydrogen 
peroxide is nveferred by some, as 
barium vevoxide is said to damage the 
fib-e: su'nhur is a’so used as a bleach, 
but is not very permanent. 

Wild Si'k usually has a peculiar, 
somewhat offens've odour, probably 
due to dirty methods of reeling; it is 
frequentlv adulterated (up to over 100 
per cent.) with starch, bean paste, 
sugar ghee etc., and weights, usually 
100 catties net. 


Properties of Wild Silk 

Like ordinary s‘lk. wild silk consists 
mainly. of fibro‘n and. sevicin. The 
fibroin con‘a‘ns Jess carbon and nitro- 
gen. bu‘ mnve oxygen than ordinary 
stk. while the ser'c‘n — of which the 
fibre contains from 10 to 25 ver cent.— 
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impregnates the whole fibre more or 
less and hence is more difficult to re- 
move than the sericin of ordinary silk. 
Wild silk is also more resistant to the 
action of alkalies and other solvents 
than ordinary silk — a property which 
forms a ready means of distinguishing 
the two silks from each other. When 
cut, the fibre is irregular at the point 
where it has been severed. 


Appearance under the Microscope 


Under the microscope wild silk ap- 
pears as a flat, doubie-stranded, con- 


‘tmuous fibre (free from twist), each 


strand of which may, by suitable 


treatment, be split up into several 
minute fibrillac,. In some _ places 
the fibre is much flatter than 


in others; this is due to the pressure 
of the cross fibre in the cocoon. As 
compared with ordinary silk, the two- 
fold nature of the wild silk fibre is 
more distinct, the longitudinal lines on 
the surface are more pronounced, and 
the fibre is considerably larger in dia- 
meter, and much flatter and more ir- 
regular than cultivated silk; in section, 
wild silk appears to be pierced longi- 
tudinally with air canals. 

Wild silk is used chiefly in the manu- 
facture of pongee, a material which is 
much cheaper than ordinary silk; it is 
aiso cheaper than artificial silk and 
wears longer. Pongee is in great de- 
mand by both Europeans and Chinese 
for making summer clothing; when 
saturated with the oil from the varnish 
tree .t is said to make good waterproof 
sheets. 

Wild silk waste is exported in great 
quantities to Europe, where it is manu- 
factured into plush, velvet, imitation 
sealsk'n, and other pile cloths, rugs, 
carpets, etc. 


Silk Fishing-line 


The product known as Chinese “silk 
fisning-line” or “silkworm gut” is ob- 
tained direct from the silk giands ot a 
species of wild silkworm (known in 
South China as t’in-ts’an), which feeds 
almost ‘exclusively on the leaves of the 
camphor-wood, while nut, and kindred 


trees, most of the supplies coming from . 


Kwangs. and Kwangtung_ provinces, 
where camphor-wood trees abound. 
The cocoon spun by this worm is 
large, ovoid or pear-shaped, about 2% 
inches in length by 1% inches in dia- 
meter, pointed at one end and rounded 
at the other; one side, the part by 
which the cocoon has been attached to 
the tree, is flat and has pieces of 
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thin bark firmly adhering. The cocoon 
is hard, rough, coarse, and easily torn 
(unlike the ordinary cocoon, which is 
soft and fluffy); it is silver-grey or 
brownish grey in colour, with a more 
or less shiny metallic appearance, the 
surface looking as if covered or smear- 
ed with aluminium paint. The fibre of 
which the cocoon is formed cannot pos~ 
sibly be reeled off, hence the cocoon is 
of no use whatever for commercial 
purposes. 

To obtain silk fishing-line, the fully 
developed worm is collected when 
ready to svin its cocoon and is at once 
thrown into dilute vinegar, usually hot.. 
The body of the worm is then pulled 
asunder, the glutinous, semi-viscid silk 
contained in the silk glands inside the 
worm being thus drawn out into a long. 
thread or line, which is afterwards 
stretched on to a board and allowed to 
dry or harden in the sun, after which 
it appears as a smooth, lustrous, uni- 
form, remarkably tough and _ strong 
filament, the average length of which 
has been given by the authority as be- 
ing from 3 to 5 feet, although many 
samples are considerably longer. The 
length and the quality of the line de- 
pend very much on the skill of the 
operator; the silk must be drawn out 
from the glands with one continuous, 
steady, even pull, in order to get a line 
of uniform thickness and of good 
quality. The colour varies. The best 
qualities are beautifully white and 
lustrous; inferior qualities are of a 
greyish white or brownish white colour 
and are very dull in appearance. Some 
line which is not perfectly white when 
taken from the worm becomes bleached 
by exposure to sunlight, but frequently 


,dGark-coloured line retains its colour, 


which is probably caused by the kind 
of food on which the worm has been 
reared and possibly the kind of vine- 
gar and the degree of cleanliness used 
in the operation of extracting the silk 
from the worm. The value is judged 
chiefly by the colour, lustre, evenness, 
and length. The silk fishing-line pro- 
duced in Kwangsi province is of ex- 
tremely good quality, probably one of 
the best in the world. 

On account of its great strength, 
toughness, and resistance to the action 
of water, silk fishing-line is used in 
China for making fishing-nets, etc.; in 
foreign countries silkworm gut—which 
is also obtained from species of silk- 
worm other than those in Kwangsi — 
is used by fishermen for attaching the 
hook to the line; it is also used in sur- 
gery for stitching cuts, etc. 


